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OFFICE OF THE PROVINCIAL AUDITOR 


1. Introduction. This is the first Report submitted to the Legislative Assembly 
of the Province of Ontario in accordance with the provisions of The Audit Act, 
1977, which came into force on April 1, 1978. In previous fiscal years, our duties 
were carried out pursuant to the previous legislation, The Audit Act, which was in 
effect until the end of the 1977-78 fiscal year. 


The Audit Act, 1977 contains several provisions dealing with the role, re- 
sponsibilities and independence of the Provincial Auditor. Certain of these provi- 
sions are covered in the ensuing sections dealing with audit and reporting responsi- 
bilities, and some are explained in the chapter headed “Comments on Crown 
Agency Operations”. Other significant sections of the new Act dealing with these 
matters are summarized as follows: 


— In addition to his annual report, section 12 of the Act permits the Auditor 
at any time to make a special report to the Speaker of the Assembly re- 
lating to any matter that in his opinion should not be deferred until the 
annual report. The Speaker is then required to lay such special report 
before the Assembly forthwith. 


— In the case of any grant payments made by the Province or an agency of 
the Crown, section 13 of the Act provides that the Provincial Auditor 
may perform inspection audits thereof, and also may obtain a full ac- 
counting of the disposition of such grants from the recipients. Inspection 
audits are defined as examinations of accounting records. 


— Section 16 of the Act spells out the Provincial Auditor’s responsibilities 
with regard to the Standing Public Accounts Committee. At the request 
of the Committee, the Auditor shall attend its meetings to assist the Com- 
mittee in planning its agenda and conducting its review of the Public 
Accounts and the Auditor’s annual report. Pursuant to a resolution of the 
Committee, the Auditor is also required to examine into and report on 
any matter in respect of the Public Accounts. 


— Regarding the matter of independence, section 12(1) of the Act provides 
that the Provincial Auditor will submit his annual report to the Speaker, 
who shall table it forthwith before the Assembly. Under the previous Act, 
the annual report was submitted to the Lieutenant Governor in Council, 
and was tabled in the Assembly by a Minister of the Crown. 


— Sections 20 and 29 of the Act contribute to the Provincial Auditor’s in- 
dependence by having his staffing and financial requirements approved 
by the Board of Internal Economy, and not by the Government. Addi- 
tionally, section 20 of the Act also provides that employees of the Provin- 
cial Auditor, rather than being civil or public servants, are simply em- 
ployees of the Office of the Provincial Auditor. However, pursuant to 
section 22 of the Act, employees of the Office participate in the Public 
Service Superannuation Fund, and are entitled to the employee benefits 
applicable to non-bargaining unit civil servants as set out in the Public 
Service Act. 
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2. Primary Audit Responsibilities. The primary audit responsibilities of the 
Provincial Auditor are twofold, and involve the examination of: 


(i) The accounts of the Province in accordance with his appointment as 
auditor under The Audit Act, 1977. 


(ii) The accounts of agencies of the Crown in accordance with his appoint- 
ment as auditor under various related statutes or other appropriate 


authorities. 


The examination of the accounts of the Province for the year ended March 
31, 1979 was made in conformity with section 9(1) of The Audit Act, 1977 which 
reads as follows: 


“The Auditor shall audit, on behalf of the Assembly and in such manner as 
the Auditor considers necessary, the accounts and records of the receipt and 
disbursement of public money forming part of the Consolidated Revenue 
Fund whether held in trust or otherwise.” 


All Ministries were subject to audit in accordance with section 9(1) through- 
out the 1978-79 fiscal year. A listing of such audits covered by this Report appears 
in Exhibit 5. 


Agencies of the Crown are defined in section 1(a) of The Audit Act, 1977, 
which has been reproduced as part of section 83 of this Report. For the year 
ended March 31, 1979 the Provincial Auditor had audit responsibility for forty- 
seven such Agencies pursuant to his appointment as auditor under the various 
related statutes. These Agencies are listed in Exhibit 6 to this Report. Two of 
these Agencies were inactive during 1978-79. Further comment in this regard is 
contained in section 85. 


The Provincial Auditor also had responsibility during the year for six other 
Agencies as a result of his appointment as auditor by shareholders or governing 
bodies. A listing of these agencies also appears in Exhibit 6. 


In the case of two additional Agencies shown in Exhibit 6, the Workmen’s 
Compensation Board and the Toronto Area Transit Operating Authority, public 
accountants have been designated as auditors. However, pursuant to section 9(2) 
of the Act, these audits are both performed under the direction of the Provincial 


re and the public accountants are required to report to the Provincial 
uditor. 


As explained in section 84 of this Report, six additional bodies will be classi- 
fied as agencies of the Crown for the year ending March 31, 1980, pursuant to The 
Audit Amendment Act, 1979. The audits of these six bodies will all be subject to 
the direction of the Provincial Auditor in accordance with section 9(2) of the Act. 


3. Primary Reporting Responsibilities. Under section 12 of The Audit Act 
1977, the Provincial Auditor is required to report annually, through the Speaten 
to the Legislative Assembly on the results of his examinations. Section 12(2), 
which summarizes the required content of the annual report, reads as follows: | 
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“In his annual report in respect of each fiscal year, the Auditor shall report 
on, 


(a) the work of the Office of the Auditor, and on whether in carrying on the 
work of the Office the Auditor received all the information and explana- 
tions required; 


(b) the examination of accounts of receipts and disbursements of public 
money; 


(c) the examination of the statements of Assets and Liabilities, the Con- 
solidated Revenue Fund and Revenue and Expenditure as reported in 
the Public Accounts, and shall express an opinion as to whether the 
statements present fairly the financial position of the Province, the re- 
sults of its operations and the changes in its financial position in accord- 
ance with the accounting principles stated in the Public Accounts ap- 
plied on a basis consistent with that of the preceding fiscal year together 
with any reservations the Auditor may have; 


(d) all special warrants issued to authorize payments, stating the date of 
each special warrant, the amount authorized and the amount expended; 


(e) all orders of the Management Board of Cabinet made to authorize pay- 
ments in excess of appropriations, stating the date of each order, the 
amount authorized and the amount expended; 


(f) such matters as, in the opinion of the Auditor, should be brought to the 
attention of the Assembly including, without limiting the generality of 
the foregoing, any matter related to the audit of agencies of the Crown 
or Crown controlled corporations or any cases where the Auditor has 
observed that, 

(i) accounts were not properly kept or public money was not fully 
accounted for, 

(ii) essential records were not maintained or the rules and procedures 
applied were not sufficient to safeguard and control public prop- 
perty or to effectively check the assessment, collection and proper 
allocation of revenue or to ensure that expenditures were made 
only as authorized, 

(iii) money was expended other than for the purpose for which it was 
appropriated, 

(iv) money was expended without due regard to economy and effici- 
ency, or 

(v) where procedures could be used to measure and report on the 
effectiveness of programs, the procedures were not established or, 
in the opinion of the Auditor, the established procedures were not 
satisfactory.” 


For reference and identification purposes the above legislative provisions can 
be related to the content of this Report, or otherwise commented upon, as follows: 


12(2) (a) : Refer to comments contained in this chapter of the Report. In 
carrying on the work of the Office, with one minor exception 
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(see section 57), we received all the information and explain- 
ations required. 


12(2) (b) - Refer to “Comments on Ministry Operations” (sections 42- 

12(2) (f) 82) and “Comments on Crown Agency Operations” (sec- 
tions 83-100). 

22) oO) - Refer to “Provincial Auditor’s Opinion” (Exhibit 1), “Com- 


ments on the “Consolidated Revenue Fund” (sections 17-31) 
and “Comments on Assets and Liabilities” (sections 32-41). 
12(2)(d) : No Special Warrants were issued during the 1978-79 fiscal year. 


122) Ce} : Refer to Exhibit 2. 


4. Other Audit and Reporting Responsibilities. In addition to the primary audit 
and reporting responsibilities covered in the preceding two sections, the Provincial 
Auditor has further such responsibilities pursuant to sections 16 and 17 of The 
Audit Act, 1977. 


Under section 16 of the Act, as previously referred to, the Provincial Auditor 
is required to examine into and report on any matter referred to him in respect of 
the Public Accounts by a resolution of the Standing Public Accounts Committee. 


Section 17 of the Act requires the Provincial Auditor to undertake such 
special assignments as may be required by either the Assembly, the Standing Public 
Accounts Committee (by resolution of the committee), or by a Minister, provided 
that such special assignments do not take precedence over his other duties. Further, 
if such an assignment is referred to the Provincial Auditor by a Minister, it can be 
declined if, in his opinion, it conflicts with his other duties. 


During the year, pursuant to section 17 of the Act, the Minister of Education 
requested the Provincial Auditor to conduct an audit of grant payments for trans- 
portation costs that had been made by the Ministry of Education to the Lanark 
County Board of Education. Details of our memorandum to the Minister resulting 
from this request are contained in section 53 of this Report. 


Additionally, at the May 31, 1979 meeting, the Standing Public Accounts 
Committee passed a motion requiring the Provincial Auditor to analyze the most 
current monthly financial statements and budget of The Royal Ontario Museum, 
and to report back to the Committee on the results of such work. This resolution 
was contained in a Report of the Committee to the Legislative Assembly dated 
May 31, and was adopted by the Assembly on June 4. Our memorandum resulting 
therefrom, which was issued to the Committee on June 21, 1979.18 referred ton 
section 98 of this Report. 


5. Organization and Personnel. The Office of the Provincial Auditor is divided 
into four branches, each of which is administered by a Director. 


Public Accounts Audit Branch: audits the financial statements of the Province 


appearing in Volume 1 of the Public Accounts. 
Responsible for the preparation of material 
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for the Auditor’s annual Report and liaison 
with the Standing Public Accounts Committee. 
Also responsible for the conduct of special as- 
signments and specific operational (program) 
reviews. 

Ministry Audit Branches (2): audit the accounts and records of the receipt 
and disbursement of public money forming 
part of the Consolidated Revenue Fund. Also 
audit the accounts of certain agencies of the 
Crown. 

Crown Agency Audit Branch: audits boards, commissions and other agencies 
of the Crown. Where specified by legislation, 
directs audits of agencies performed by public 
accountants. 


An organization chart of the Office is presented in Exhibit 4 to this Report. 


In previous years, the audit of payments into the Consolidated Revenue Fund 
was the responsibility of the Revenue Audit Branch, whereas the audit of payments 
out of the Consolidated Revenue Fund was undertaken by the Expenditure Audit 
Branch. Under this system, it was possible that, in addition to a Ministry’s own 
internal audit staff, two audit teams from this Office could be in any Ministry con- 
currently — one team auditing revenue, and the other auditing expenditure trans- 
actions. 


Therefore, in an effort to achieve increased efficiency, the audit activities pre- 
viously performed by the Revenue Audit Branch and the Expenditure Audit Branch 
were consolidated in June 1978, and two Ministry Audit Branches were established. 
One Ministry Audit Branch is now responsible for the audit of all financial activi- 
ties of Ministries within the General Government and Social Development Policy 
Fields (excluding the Ministry of Health). The other Ministry Audit Branch is 
responsible for similar audits of the Ministry of Health and all Ministries within 
the Justice and Resources Policy Fields. 


In conjunction with this change, in order to more evenly distribute the Office 
workload, certain Agencies previously audited by the Crown Agency Audit Branch 
were reassigned to the Ministry Audit Branches. The Agencies involved are mainly 
those whose financial statements are of a fund account nature (e.g, Public Service 
Superannuation Fund) or those whose operations are very closely associated with 
the reporting Ministry (e.g. Ontario Racing Commission). 


For the past several years, the policy established for the Office has been to 
require that all new members of the audit staff either possess a recognized account- 
ing qualification, or be actively pursuing a course of study toward such qualifica- 
tion. This policy has been successfully followed by the Legislative Auditors of the 
other provinces, and by the Auditor General of Canada. At the date of this Report, 
the staff of the Office numbered eighty, thirty-six of whom are professionally quali- 
fied accountants. Twenty-six employees are enrolled in various stages of courses 
leading to professional qualification through one of the following: The Certified 
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General Accountants Association of Ontario, The Institute of Chartered Account- 
ants of Ontario, or The Society of Management Accountants of Ontario. 


6. Nature of Audit Activities. In order to express a professional opinion on the 
financial statements of the Province and numerous Crown Agencies, audits are 
conducted in accordance with generally accepted auditing standards, as promul- 
gated by the Canadian Institute of Chartered Accountants. All Ministry and Agency 
audits include a general review of the accounting procedures and systems of in- 
ternal control, together with such tests of accounting records and supporting evi- 
dence as are considered necessary in the circumstances. Additionally, considerable 
emphasis is placed on determining whether there is full compliance with existing 
Statutes and Regulations. 


The year-end audit activities of the Public Accounts Audit Branch, combined 
with the ongoing audits carried out by the two Ministry Audit Branches, enable 
the Provincial Auditor to express an opinion on the financial statements of the 
Province. 


In addition to the above activities of a financial/compliance nature, section 12 
of the new Act requires the Provincial Auditor to report on any cases where he 
has observed that money was expended without due regard to economy and effici- 
ency, as well as any adverse observations related to the procedures undertaken by 
ministries and Crown agencies to measure the effectiveness of their programs. Ac- 
cordingly, after certain preliminary research as covered in section 6 of our 1977-78 
Report, the Office now has two audit teams whose duties are exclusively devoted to 
the performance of operational reviews of Ministry/Agency programs, together 
with special assignments. It is our expectation that the experience gained by audit 
support staff rotating through these two teams will be beneficial insofar as increas- 
ing their ability to deal with matters of operational significance in the course of 
ongoing Ministry and Agency audit assignments. 


Effective with the formation of the two Ministry Audit Branches in June 1978, 
the Office developed a revised approach to Ministry audits. Under this new ap- 
proach, it is now our objective to visit every Ministry once every year for regular 
audit activity. Such regular audit activity consists of the following two components: 


1) The performance of an analytical review of revenue, and of expenditure 
by program and by standard account classification. (Previously, expendi- 
ture was audited by type—transfer payments, acquisition/construction of 
physical assets or administrative expenditure). In general, the scope of 
our analytical review includes a complete review and evaluation of the 
Ministry’s system of internal control, and the preparation of comparative 
revenue/expenditure summaries which are reviewed for unusual situations 
requiring further investigation. 


2) The selection of specific areas (e.g. a particular revenue source, expendi- 
ture program or activity within a program) and the performance of a 
detailed audit of such areas. This detailed audit includes operational 
and/or inspection reviews where feasible. Additionally, any matters re- 
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quiring further investigation as a result of the analytical review are dealt 
with as part of this detailed review. 


Ministry audit activities include, as warranted, visits to branch locations out- 
side the Ministries’ main offices, as well as visits to certain other affiliated institu- 
tions (correctional centres, psychiatric hospitals, etc. ). 


As in previous years, the major revenue-producing areas of the Government 
were given concentrated audit coverage. In this regard, an audit team is located at 
the Ministry of Revenue to perform a continuous audit of taxation revenue. Such 
revenue amounted to over $6.9 billion or 54.9 per cent of the Province’s total 
revenue for the year. Similarly, our Office maintains a separate group of auditors 
whose function is the review of claims on the Government of Canada which arise 
from contributory or cost-sharing agreements and programs. 


The Crown Agency Audit Branch is concerned with essentially the same mat- 
ters as have been outlined in the preceding paragraphs. In addition, however, each 
Agency prepares its own financial statements, and the annual audit activity cul- 
minates in the expression of an opinion on these financial statements. 


At the conclusion of all audits, the staff member in charge discusses the audit 
observations with senior officials of the Ministry or Agency. This is done to ensure 
that the audit information is factual, and to obtain the views of the officials re- 
specting any comments or recommendations which might be made as a result of 
the audit. 


7. Staff Training and Professional Development. In section 6 of the 1977-78 
Report, reference was made to the Office’s increased involvement in the area of 
staff training and professional development. Such involvement, which has been 
maintained during the past year, has dealt with the development of and arranging 
for in-house training courses, the provision of any needed assistance to students in 
connection with their accounting courses and examinations, as well as the develop- 
ment and maintenance of an enlarged Office library. 


The major undertaking during the past year was the presentation of two EDP 
audit training courses. The first course, which was held in December 1978 (four 
days) for senior members of the Office, was designed to create an awareness of 
EDP audit implications, and to assist such senior staff in planning and reviewing 
EDP audit work. The second course, held in January 1979 (eight days) for super- 
visors and field auditors, was designed to enable such staff to evaluate EDP systems 
and internal controls, and to carry out the related audit tests. 


At the date of this Report, courses have been scheduled for the fall and winter 
months dealing with the following subject matter: 


(A) Staff Orientation — a three day seminar dealing with the basic organiza- 
tion of the Government of Ontario and of the Office of the Provincial 
Auditor. 


(B) Communications — a five day workshop dealing with oral and report 
writing skills. 
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(C) Audit Level If —a five day course demonstrating the Office’s auditing 
objectives and methodolgy in the context of a complete Crown agency 


audit. 


(D) Basic Accounting — a fifty hour individual study course, enabling stud- 
ents to acquire or strengthen an understanding of basic accounting pro- 
cedures. 


(E) Statistical Sampling — a twenty-five hour individual study course, pre- 
senting an introduction to statistical sampling and emphasizing practical 
audit applications. 


8. Meeting of Legislative Auditors. Commencing in 1973 the Provincial Audi- 
tors and the Auditor General of Canada have met annually to discuss matters of 
mutual interest and concern, and to review the role and direction of their respec- 
tive Offices. These meetings provide an excellent forum for the exchange of ideas 
and information, and for the development of new and better ways of discharging 
audit responsibilities. The seventh annual meeting was held in St. John’s, New- 
foundland on August 13-15, 1979, and was attended by two members of this Office. 


For the first time, a meeting of the representatives of all the provincial Public 
Accounts Committees was held this year. This meeting, which was initiated by the 
Chairman of the Ontario Committee to review matters of common concern, was 
also held in St. John’s on August 14-15, 1979. As a result, part of the current 
year’s meeting of the Legislative Auditors consisted of a combined session, on 
August 15, with the provincial Public Accounts Committee representatives. 


9. Examination of the Accounts of the Office of the Provincial Auditor. Sec- 
tion 28 of The Audit Act, 1977 reads as follows: 


“A person or persons, not employed by the Crown or the Office of the As- 
sembly, licensed under The Public Accountancy Act and appointed by the 
Board, shall examine the accounts relating to the disbursements of public 
money on behalf of the Office of the Auditor and shall report thereon to the 
Board and the chairman of the Board shall cause the report to be laid before 
the Assembly if it is in session or, if not, at the next ensuing session.” 


As indicated in our 1977-78 Report (section 8), at its June 5, 1978 meeting, 
the Board of Internal Economy approved the appointment of a public accounting 
firm to audit the disbursements of this Office for the fiscal years ended March 31, 
1978 and 1979. The audit for the year ended March 31, 1978 was completed and 


the following report, dated August 2, 1978, was tabled in the Assembly on October 
DOO 


“We have examined the statement of expenditure of the Office of Provincial 
Auditor for the year ended March 31, 1978. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly in- 


cluded such tests and other procedures as we considered necessary in the 
circumstances. 


“In our opinion, this statement presents fairly the expenditures of the Office 
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of Provincial Auditor for the year ended March 31, 1978 in accordance with 

the basis of accounting described in Note 1 to the statement, which, except for 

the change with respect to the treatment of pay periods which overlap the 

fiscal year end date, has been applied on a basis consistent with that of the 
preceding year.” 


By way of explanation, Note 1 to the statement read as follows: 


“The statement of expenditure has been prepared using the basis of account- 
ing followed by the Province of Ontario with respect to the Public Accounts. 
This basis uses the ‘cash flow’ principle of accounting modified to allow an 
additional thirty days to pay for goods or services pertaining to the fiscal year 
just ended. 


“Commencing with the year ended March 31, 1977, the Province changed 
its practice of accounting for bi-weekly payrolls. Payments to employees for 
the pay period which overlaps the fiscal year end date are to be apportioned 
between the two fiscal years. This change was not applicable for 1977 to the 
Office of Provincial Auditor which reports directly to the Legislature and 
whose estimates are reviewed by the Board of Internal Economy. The practice 
was first adopted by the Office of Provincial Auditor at March 31, 1978. Had 
the change been applicable at March 31, 1977 the effect would have been to 
decrease the Office’s 1978 expenditure (and to increase that of 1977) by 
approximately $50,000.” 


As at the date of this Report, the audit of disbursements relating to the year 
ended March 31, 1979 has been completed, and it is expected that the auditor’s 
report will be laid before the Assembly during the fall session. 


10. Timetable for Preparation and Submission of the Provincial Auditor’s Annual 
Report to the Legislature. Section 12(1) of The Audit Act, 1977 requires that 
the Auditor’s annual Report be submitted to the Speaker of the Assembly not later 
than December 31st each year, provided that the Public Accounts have previously 
been laid before the Assembly. 


To comply with this section of the Act, and to allow the required time for the 
preparation and printing process, our Report covers audits completed to the end of 
September. Our 1978-79 Report, therefore, covers audit activity through the 
twelve month period October, 1978 to September, 1979. 
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11. Preparation of the Public Accounts. The Public Accounts, which are pub- 


lished in three volumes, are prepared under the direction of the Treasurer of On- | 


tario as stipulated in section 13 of The Ministry of Treasury and Economics Act, 
1978. This section reads as follows: 


“The Public Accounts for each fiscal year shall be prepared under the direc- 
tion of the Treasurer and shall be delivered to the Lieutenant Governor in 
Council and laid before the Assembly not later than the tenth day of the first 
session held in the following calendar year.” 


The audit of the Public Accounts consists of an examination of the financial 
statements of the Province appearing in Volume 1, on which the Provincial Auditor 
expresses an opinion. 


Volume 2 contains reproductions of audited financial statements of Crown 
agencies: 


a) in which the Province has an investment, or 
b) which have borrowed from the Province, or 
c) which have borrowed from others with a guarantee by the Province. 


Also included in Volume 2 are the audited financial statements of certain signifi- 
cant operational agencies which are funded in whole or in part by revenues gener- 
ated from their operations. 


The details of expenditure appearing in Volume 3 of the Public Accounts are 
not reviewed by this Office prior to publication, but are subject to examination 
during our subsequent post-audit of the Ministry concerned. 


12. Expression of Opinion on the Financial Statements of the Province. The ex- 
pression of opinion referred to in the preceding section appears on Page 23 of 
Volume 1 of the 1978-79 Public Accounts, and also forms part of Exhibit 1 of this 
Report. Part of this opinion requires the Provincial Auditor to report whether the 
accounting principles stated in the Public Accounts have been applied on a basis 
consistent with that of the preceding fiscal year. 


As covered in Note 11 of the financial statements (see Exhibit 1), in the 
1978-79 fiscal year, the Province changed its practice of allocating and recovering 
the annual contributions in respect of the unfunded liabilities of the Public Service 
Superannuation Fund. Previously, such payments were included in their entirety 
in the amount reported for the Ministry of Government Services in the Statement 
of Budgetary Expenditure. In order to reflect a fairer distribution of these costs as 


among all ministries and other participating government agencies, the 1978-79 
payments of $55 million were treated as follows: 


a) $51 million was allocated among all the ministries in the Statement of 
Budgetary Expenditure. 


b) the remaining $4 million was recovered from certain government agencies 





PUBLIC ACCOUNTS an 
a 
(e.g. Liquor Control Board of Ontario) whose employees are contributors 

to the Public Service Superannuation Fund. 


As a result of this change in practice, with which we concurred, the Province’s 
total budgetary expenditure of $14,157 million was $4 million less than would 
have been the case if the 1977-78 practice had been followed in 1978-79. Accord- 
ingly, the Provincial Auditor’s opinion, as it relates to consistency, has been quali- 
fied. 


13. Summary of Significant Accounting Policies. On the basis of evidence ex- 
amined, the Provincial Auditor endeavours to arrive at an opinion as to the fair- 
ness and consistency of the Province’s financial statements, and as to the degree of 
their compliance with established accounting principles. In most activities other 
than those of governments, these are known as “generally accepted accounting prin- 
ciples”. Because generally accepted accounting principles have not yet been estab- 
lished for governments, it is usual to report on the degree of compliance with 
stated accounting policies. 


Accordingly, an integral part of the Province’s financial statements is the 
Summary of Significant Accounting Policies. This Summary appears on page 12 of 
Volume 1 of the 1978-79 Public Accounts, which forms part of Exhibit 1 of this 
Report. 


Such Summary is included as an integral part of the financial statements in 
order to provide the reader with a clear understanding of the principles and 
methods used to present the financial information contained in the statements. Due 
to the nature of government accounting, especially when compared to practices 
followed in the private sector, the accounting policies stated in the Summary have 
particular importance to a reader who desires to have an adequate understanding 
of the Public Accounts. 


14. Presentation of Acquisition/Construction of Physical Assets in the Public 
Accounts. Expenditure with respect to the acquisition/construction of physical 
assets totalled $371,182,289 for the year ended March 31, 1979. 


As covered in the Summary of Significant Accounting Policies, since expendi- 
tures on fixed assets are not considered to differ from any other service to the 
public, they are expensed as budgetary items in the year of acquisition. 


The guide to the 1978-79 Public Accounts, Volume 1, page 9, indicates that 
the acquisition/construction of physical assets standard accounts classification in- 
cludes all costs of acquisition and construction by contract of new and used build- 
ings and engineering structures. This standard accounts classification does not, 
however, include the cost of work performed by the Province’s own labour force 
with respect to new capital formation, nor does it include the costs of materials and 
Services provided by the Province for use by contractors on capital projects. Such 
costs are termed “own account” expenditure and are charged to other standard 
accounts classifications — salaries and wages, services, etc. 


“Own account” expenditure is substantial and, according to records maintained 
in this regard, totalled in excess of $70 million for the 1978-79 fiscal year. 
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15. The Standing Public Accounts Committee. The Standing Public Accounts 
Committee consists of twelve members and, as is the custom, is chaired by a mem- 
ber of the Official Opposition, with party membership proportional to the respective 
party membership in the Legislature. Pursuant to the Standing Orders of the Legis- 
lative Assembly, which were approved by the Assembly on December 14, 1978, 
the Committee is now appointed for the life of each Parliament. The Report of the 
Provincial Auditor and the Public Accounts now stand referred to this Committee 
as they become available. 


Reference was made in our 1977-78 Report (section 13) to the formation of 
the Committee for the Second Session of the Thirty-First Parliament, which com- 
menced on February 21, 1978, and to the Committee’s activities prior to the ad- 
journment of the Assembly for the summer recess. 


Upon the return of the Legislature in the fall of 1978 the Committee resumed 
its activities. Seven meetings were held during the period November 1978 through 
February 1979. Three of these meetings were held after the Legislature was pro- 
rogued on December 15, 1978, as a result of the Committee requesting and re- 
ceiving the authorization of the Assembly to meet in respect of the 1977-78 Report 
of the Provincial Auditor while the Legislature was not in session. The Committee 
submitted its final report of the Second Session to the Legislature on December 15, 
1978. The recommendations contained in this report, together with the current 
status thereof, are included in Exhibit 8. 


After commencement of the Third Session of the Thirty-First Parliament on 
March 6, 1979, the Committee held six meetings during the months of April and 
May. An interim report, calling for an analysis by the Provincial Auditor of the 
financial statements and budget of The Royal Ontario Museum, was submitted to 
the Assembly on May 31, 1979. As a result of this report, which was adopted by 
the Assembly on June 4, the Committee was authorized to hold further meetings 
subsequent to the adjournment of the Legislature on June 22 for the summer recess. 
These meetings were held on June 27 and 28. 


16. Recommendations of the Standing Public Accounts Committee. For infor- 
mational purposes, Exhibit 8 to this Report provides the current status of recom- 
mendations contained in all Reports of the Standing Public Accounts Committee 
to the Legislature from July 10, 1975 to December 15, 1977, to the extent that 


ee recommendations were considered unresolved per Exhibit 9 of our 1977-78 
eport. 


Exhibit 8 also summarizes the current status of all recommendations con- 
tained in the Committee’s Reports to the Legislature dated June 22, 1978, De- 
cember 15, 1978 and May 31, 1979. 
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COMMENTS ON THE CONSOLIDATED REVENUE FUND 


17. Introductory Comments. As explained in the “Summary of Significant Ac- 
counting Policies” contained in Exhibit 1 of this Report, the transactions of the 
Province are presented through the Consolidated Revenue Fund in summary form 
according to the three distinct areas of government activity: 


— “Budgetary Transactions” are operational activities involving the raising 
of revenue from various sources on the one hand, and the expenditure for 
various government programs on the other. 


— “Non-Budgetary Transactions” are the lending, investment and trust ad- 
ministration functions. 


— “Debt Transactions” are the borrowing and repayment transactions. 


18. Statement of Consolidated Revenue Fund. The Statement of Consolidated 
Revenue Fund for the fiscal year ended March 31, 1979 is contained in Volume 1 
of the Public Accounts and is reproduced in Exhibit 1 of this Report. The content 
of the Statement of Consolidated Revenue Fund may be summarized, to the nearest 
dollar, as follows: 


1978-79 1977-78 
$ 3 
Payments into the Consolidated Revenue Fund: 

Budgetary Transactions 

UN tet fe ee eG fo oe ocean ae VRS ee 12,565,957,407 11,308,270,516 
Non-Budgetary Transactions 

ra eek: OR, OO, oe HO SA 502,767,935 320,829,794 

(ip ot aE ae ae mats ga CR a 491,343,908 420,944,613 
Debt Transactions 

Perera Gane? Cs oh Son 8 0b de oe Oe eet 2iS1F137,141 2,035,678,146 





16,073 ,206,391 14,085,723 ,069 








Payments out of the Consolidated Revenue Fund: 
Budgetary Transactions 














M8 cassie coisc casas RE OE here eed 14,156,942,763 13,129,483,713 
Non-Budgetary Transactions 
OUI 2ST et ee ean 128.377. 143 948 938,160 
(OTD ESE oie sega Say BI Ge eld ll Ml ltt a 122,378,449 124,983,475 
Debt Transactions 
Ree eis OPE OatIsA feb 5 ber, ee nt see 193,635,698 137,920,247 
15,601,334,053 14,341,325,595 
Increase (Decrease) in Consolidated Revenue Fund ...... 471,872,338 (255,602,526) 
Consolidated Revenue Fund: Beginning of year ........... $48,333,166 $03,935,692 
Consolidated Revenue Fund: End of year ...................... 1,020,205,504 548,333,166 














19. Payments into the Consolidated Revenue Fund. As indicated in the pre- 
ceding summary these payments are classified as Revenue (Budgetary Transac- 
tions), Receipts and Credits (Non-Budgetary Transactions) and Proceeds of Loans 
(Debt Transactions). Revenue consists of moneys raised through taxation, prem- 
iums, fees, licences and permits, payments from the federal government under 
cost-shared programs and income from investments. Receipts are repayments re- 
ceived relative to the investment activities (loans, advances, etc.) of the Province, 
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while Credits are moneys received for allocation to the pension fund, deposit, trust 
and reserve account liabilities of the Province. Proceeds of Loans represent the 
moneys received from Provincial debenture issues and other borrowings. 


20. Statement of Budgetary Revenue. The Statement of Budgetary Revenue is 
contained in Volume 1 of the 1978-79 Public Accounts and is reproduced as part 
of Exhibit 1 to this Report. Where necessary, the 1977-78 figures have been re- 
classified to conform with 1978-79 presentation. The content of the Statement of 
Budgetary Revenue, to the nearest dollar, may be summarized as follows: 






































Increase 
1978-79 1977-78 (Decrease) 
3 8 
Taxation 
Personal income. tax: <.c.ccss.s0vuwn cute ansce wee VRS =a! 2,446,688,816 288,518,535 
Retail salesmtax’ cre nme eas 1,716,902,630 1,926,536,587 (209,633,957) 
Corporatiouss tax: Sess 1278,196:930 1,013,541,154 264,655,776 
OUR Ge reskin Ue le tenes 1,175,895,868 1,243,635,746 (67,739,874) 
6,906,202,779 6,630,402,303 275,800,476 
Other Revenue 
Premiums — Ontario Health 
Insurance Plan ................. Oe Miner O77 ,220;232 829,934,952 147,293,280 
Profits from Crown Corporations and 
BROACOS. Bihar Res mae Reger. open 402,000,000 398,300,000 3,700,000 
Fees, licences and permits .................. 544,517,867 485,587,084 58,930,783 
(O15 0 cr can Netra ie Para urna er i Pe 276,282,833 253,661,325 22,621,508 
2,200,028 ,932 1,967,483,361 232 545,578 
Government of Canada 
Reimbursement of Expenditures 
ATI CWOLUET 1.0.5. oh ce ae a ees DAS Le 2,062,485,418 725,372,504 
[Ri Lo) foc] ge SR ne ae One ee Wh re eer a 671,867,774 647,899,434 23,968,340 











12,565,957,407, ~ 1153085270516 1,257,686,891 




















21. Additional Comments Re Budgetary Revenue. 
presented for informational purposes: 


The following comments are 


TAXATION. The decrease in Retail Sales Tax revenue resulted from a reduc- 
tion in retail sales tax rates from 7 per cent to 4 per cent, effective from April 11, 
1978 for a period of six months, in order to stimulate the economy. This decrease 
In revenue is offset by a Government of Canada contribution, designated as Eco- 


nomic Stimulation, of $288.6 million, representing two-thirds of the estimated cost 
of the tax reduction. 


OTHER REVENUE — ONTARIO HEALTH INSURANCE PLAN PREMIUMS. Parti- 
cipants’ premiums paid into the Plan increased from $829.9 million in 1977-78 to 
$977.2 million in 1978-79 due mainly to an increase in family premium rates from 
$32 to $38 per month and single rates from $16 to $19 per month, effective with 
premiums due May 1, 1978. 


OTHER REVENUE — PROFITS FROM CROWN CORPORATIONS AND BOARDS. 
Revenue transferred to the Consolidated Revenue Fund during the year from the 
profits of the Liquor Control Board of Ontario amounted to $356 million. The 
comparable figure for the preceding year was $327.3 million. 
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Wintario Lottery proceeds paid into the Consolidated Revenue Fund in ac- 
cordance with section 9 of The Ontario Lottery Corporation Act, 1974, totalled 
$46 million (1977-78, $71 million). Section 9 of the Act further provides that 
such profits “be available for the promotion and development of physical fitness, 
sports, recreational and cultural activities and facilities therefor’. During the year 
ended March 31, 1979 payments by the Ministry of Culture and Recreation in the 
form of grants for projects, facilities and events amounted to $69.1 million (1977- 
78, $62.3 million). The statement of ““Wintario Proceeds” is shown on page 81 of 
Volume 1 of the 1978-79 Public Accounts. 


GOVERNMENT OF CANADA. An increase of $392.4 million in payments re- 
ceived under the Federal-Provincial Fiscal Arrangements and Established Pro- 
grams Financing Act, 1977 (Canada), and $288.6 million received with respect 
to the aforementioned Economic Stimulation, accounted for a substantial portion 
of the net increase of $725.4 million in revenue from Canada for the 1978-79 fiscal 
year. 


INTEREST ON LOANS, ADVANCES AND INVESTMENTS. The sources of interest 
revenue are more fully detailed on page 29 of Volume 1 of the 1978-79 Public 
Accounts. 


Major sources of revenue were interest on advances to Ontario Hydro amount- 
ing to $244.4 million and interest on advances to The Ontario Education Capital 
Aid Corporation and The Ontario Universities Capital Aid Corporation of $94.7 
million and $89.4 million respectively. 


22. Non-Budgetary Transactions, Receipts and Credits. Details of Receipts and 
Credits, totalling $502,767,935 and $491,343,908 respectively for the 1978-79 
fiscal year, are shown on pages 34-35 and pages 37-39 of Volume 1 of the Public 
Accounts. Comments with respect to certain receipt and credit items are contained 
in the Comments on Assets and Liabilities, sections 34-35 and 37-39 respectively 
of this Report. 


23. Debt Transactions, Proceeds of Loans. Details of Proceeds of Loans 
totalling $2,513,137,141 for the 1978-79 fiscal year are shown on pages 43-44 of 
Volume 1 of the Public Accounts. These moneys resulted mainly from the issue 
of straight term and serial Ontario debentures maturing in the years 1996 to 2019. 


24. Payments out of the Consolidated Revenue Fund. As indicated in the sum- 
mary contained in section 18 these payments are classified as Expenditure (Bud- 
getary Transactions), Disbursements and Charges (Non-Budgetary Transactions) 
and Retirements of Loans (Debt Transactions). 


Budgetary Expenditure includes payments for goods and services, salaries, 
interest on public debt, subsidies and grants, and acquisition or construction of 
fixed assets. Disbursements are payments made in respect of investments, loans 
and advances, while Charges are payments made from pension funds, deposit, 
trust and reserve accounts. Retirements of Loans are payments in respect of 
the debt obligations of the Province. 
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Payments out of the Consolidated Revenue Fund are of two major types: 
those pursuant to Estimates, including Supplementary Estimates, approved by the 
Legislative Assembly, and those pursuant to the provisions of various statutes. 
The former are termed payments from Voted Appropriations while the latter are 
termed payments from Statutory Appropriations. Voted Appropriations, which 
are formalized annually by legislation cited as The Supply Act, may be augmented 
by Management Board Orders. The nature of Management Board Orders is more 
fully explained in section 81. 


A third type of payment out of the Consolidated Revenue Fund is that pur- 
suant to delegated authority in the form of Special Warrants. The nature of this 
authority is more fully explained in section 82. 


A summary of the payments out of the Consolidated Revenue Fund by type 
and classification is as follows: 


Payments re 1978-79 1977-78 
$ $ 
Voted Appropriations 
Per Legislative Assembly 
BUCCCUARY eR PEHUIUIT Gs eure. eee, Ae eer eee 12,443 538,823 11,550,291,847 
DiShUTSSmieT She ce ee ica ee a ae ee 233,138,843 307,144,430 


CHAT CES 2015p area tee usenet ad ace tear eras ate eee a a ae a 
12,676,677,666 11,857,436,277 


Per Management Board Orders 











budgetary bP XOCMCIUUTE. m1 ott uecktchs eae eee eee eee 53,738,119 151,206,380 

IDISDUTSEMIENIS oc nires vipat ena ee — aa 

RSVR OCS Festa: pk een arte (ia 00, ct ae ee gee ke ere — — 
53,738,119 151,206,380 

Totaly oted, ADpTOOmations. aru. ce.s. <b ese eee 12,730,415,785 12,008 ,642,657 

Statutory Appropriations 

Budsetary -Expenditures m ci :s,avessecas see 7 1,659,665,821 1,426,885,486 

IDISDULSEIIIE UES: cuetp es SaseieeSGlst i ee cad ae ee 895,238,300 641,793,730 

Char See ers eerste eee) ir od cle NA Oe ae ean ey 122,378,449 124,983,475 

RGtiremMeNtSrO ls LOANS ec) oe dee | eae ees 193 635,698 137,920,247 

‘Lotal Statutory. Appropriationsé he. ewe) B.. S 2,870,918,268 2,331,582,938 





Special Warrants 


BUCE Eta? E XDeNUIUTC me eel. owe. ee ee — 1,100,000 
PDISDUTS COEDS ay.2 ccs sack ne ee os ae eae Be — — 
CLE 3 eae tere A as ano MP ree weer eye 1 1 ar EN SOON Y 7 ¥ — ~~ 
Total Special Warrants oo. occcecccoeecceeeeeec s7 | le PRI Geiias 


BP OCA. WA VENIETI ES otc laksrss se teeter ten le ee 15,601,334,053 14,341,325,595 





25. Comparison of Authorized and Actual Payments — Voted Appropriations. 
This comparison for the fiscal year ended March 31, 1979 is as follows: 
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Actual 
Under (Over) 
Authorized Actual Authorized 
$ $ $ 
Voted Appropriations 
Per Legislative Assembly 

BUGRCLATY- SE XPENCILULe «cs jccos snes svn nwsroreamnrnc 12,782,651,900  12,443,538,823 339,113,077 

ME CPRESOINIOTES 6 Py cette hate Pe dav desc ona 278,506,000 233,138,843 45,367,157 


ROOST ern: kane |, — rae sa 
13,061,157,900  12,676,677,666 384,480,234 


Per Management Board Orders 





Budgetary Expenditures ... csccccuaie woes. 64,771,438 53,738,119 11,033,319 
REIS OUESCITC TS tie. 5255, Mev eh. cnsatiaien tele — ane ee 
SOLAR OSB SME HOR 658, 0d cps Boer. Seve MKS om A <3 = — as — 
Total Voted Appropriations .................. 155 129;929;30048 125/304 05,78950 2939505190553 





It will be noted that the amount of $13,061,157,900 appropriated by the 
Legislative Assembly in itself exceeded the total actual payments of $12,730,- 
415,785. Where individual votes and items were of insufficient amount, funds in 
excess of those authorized by the Legislative Assembly were made available under 
the authority of Management Board Orders. 


26. Statutory Appropriations. During the 1978-79 fiscal year Statutory Appro- 
priation payments made under the authority of 28 Acts exceeded $2.8 billion. This 
expenditure constituted 18.4 per cent of the total payments out of the Consoli- 
dated Revenue Fund. Comparative percentages for the 1977-78 and 1976-77 
fiscal years were 16.2 and 15.8 respectively. 


A summary, by authorizing legislation, of the five highest accumulated pay- 
ments follows: 


1978-79 1977-78 
$ $ 
whe Financial Administration Act ................cc:.ccccscscecceusccuees 1,695,174,286 1-430,152 527 
Br WET COMPOTAatiOn ACt: ..céc5.5.cs020coeestsnacsnccdeceorricsvbisefecedic 750,000,000 450,000,000 
Meemreacners, Superannuation ACt <.i.5.2......cié6ccecsrcaesussiacesss 120,360,707 109,017,608 
The Ontario Education Capital Aid Corporation Act ........ 70,922,000 80,992,000 
The Public Service Superannuation Act ............cccccceeeee 70,668,048 $7,162,799 





2,707,125,041 —_2,127,324,934 


Expenditure under the above Acts accounted for 94.3 per cent and 91.2 per cent 
respectively of total Statutory Appropriation payments made in fiscal yeers 1978-79 
and 1977-78. Public Debt interest expenditure of $1.474 billion and $1.242 bil- 
lion for fiscal years 1978-79 and 1977-78 respectively is included in the amount 
shown under The Financial Administration Act. 


For reference purposes, 1978-79 statutory payment activity is summarized 
in Exhibit 3 of this Report. 


27. Statement of Budgetary Expenditure. The Statement of Budgetary Expen- 
diture is contained in Volume 1 of the 1978-79 Public Accounts and is reproduced 
in Exhibit 1 to this Report. A more detailed analysis of total budgetary expendi- 
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ture can be obtained by the use of the standard accounts classifications. Under | 
these classifications the budgetary expenditure for the fiscal years 1978-79 and 
1977-78, as shown on page 33 of Volume 1 of the Public Accounts for both 
years, may be summarized as follows: 








1978-79 1977-78 
$ %o $ % 
Transter PaymentSoaej eso 10,061,275,409 71.1 9,385,395,736 ~ 771i 
Other Transactions 
— Public debt expenditure 
(interest on debentures, etc.) .......... 1,474,278,966 10.4 T2423 47 9.5 
Saha 1161) eee eon rer ien Ree hc eran re Sonny bi 48,594,067 4 65,231,183 oS 
Salaries sand Wages: ..c4040. cee ean cen 1,347,377,552 9.5 1,294,098,586 9.8 
SEV ICE Suk Bae eee ae ere a ead cee eee 471,583,926 S508. 453,753,264 3.4 
Acquisition/Construction of Physical 
EN SSG iSong Metra ee ee eaeeerea ee een 371,182,289 2.6 352,189,144 phd 
Supplies and Equipment ..................0.06. 260,652,473 19 248,740,212 Ts 
Employee Benefits {cae sen ptetaere 226,756,531 LG 192,067,988 1s 
Transportation and Communication ........ 102,571,585 | 94,348,429 7 
14,364,272,798 13,328,047,891 
Less: Recoveries from other Activities, 
IMImIS{ries neler ae caste ere 207,330,035 CID) 198,564,178 (1 
Total Budgetary Expenditure .................... 14,156,942,763 100.0 13,129,483,713 100.0 














Transfer payments represent expenditure made to individuals, organizations 
and other levels of government, and for which the Province does not directly re- 
ceive goods or services. Such expenditure is made in accordance with legislation 
or established Ministry policy. 


Recoveries from other Activities and Ministries relate mainly to costs incurred 
by certain Ministries, on behalf of other Ministries, which are subsequently re- 
covered from the benefiting Ministries. For Public Accounts presentation purposes, 
these recoveries are generally not netted against the particular expenditure category 
or sub-category (e.g. salaries and wages, services, etc.) but are deducted in total 
from aggregate expenditure. 


The other standard accounts classifications are largely self-explanatory; how- 
ever, a more detailed description of the type of expenditure included in each 


classification is contained on pages 8-9 of Volume 1 of the 1978-79 Public 
Accounts. 


In 1978-79 over $7.3 billion, or more than 73 per cent of the total transfer 
payments, was expended by three Ministries. The comparable figures for 1977-78 
were $6.8 billion and 73 per cent, respectively. A summary of the payments by the 
three Ministries, including identification of major categories, is as follows: 


Ministry Category 1978-79 1977-78 
$ $ 
Health Operation of hospitals and 
Eelaled, TACiitiesen ate re ee 2.054,.231-7 20 1,989,221,255 
Payments re physicians’ and 
practitioners’ services under O.H.LP. 1,023,264,293 898,159,771 
Other transfer’ payments ................. 606,506,804 490,994,872 





3,684,002,824 3,378,375,898 
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———— 


Ministry 


Education 


Colleges aud 
Universities 


Category 


General Legislative Grants 
(payments to school boards) ............ 
Payments to Teachers’ Super- 
annuation Commission ...................... 


Other transfer payments 


Grants for Universities and 


related organizations 


Grants for Colleges of Applied 
Arts and Technology, etc. .................. 


Other transfer payments 


1978-79 
8 


1,968,800,648 


329,504,182 
15,502,286 


2,9 13:807, 116 


848,973,429 


417,334,697 


86,720,083 


1,353,028,209 


7,350,838,149 


1,870,439,058 


379,900,632 
15,120,514 


2,265,460,204 


791,570,018 


376,099,170 
73,03515339 


1,240,700,527 
6,884,536,629 





28. Summary of Budgetary Expenditure by Ministry. The following summary 
compares, by Ministry, Budgetary Expenditure for the 1978-79 fiscal year with 
that for the 1977-78 fiscal year. Comparative figures have been reclassified where 
necessary to conform to 1978-79 presentation. 


Ministry 


Office of the Lieutenant Governor ....... 
mince of the Assembly ............................ 
Office of the Premier ........................... 


Cabinet Office 


Management Board of Cabinet ................ 
Office of the Provincial Auditor .......... 
Office of the Ombudsman .................... 
Government Services ................................ 


Northern Affairs 
Revenue ............ 


Treasury and Economics .......................... 
Intergovernmental Affairs .......................... 


Justice Policy 


Attorney General 


Consumer and Commercial Relations 
Berrectional’ Services’ 90 


Solicitor General 


Resources Development Policy ................ 
mericulttire and Food ........0................... 


Energy 
Environment 
Housing 


Sraustry and TOurism ..........0.....0ccccsescccse. 


Labour 


Natural Resources 


Transportation and Communications ..... 
Social Development Policy ...................... 
@olleges and Universities ..........0...60.00.0006 
Community and Social Services .............. 
Culture and Recreation .........0....:0.00000. 


Education ......:... 


Health 


1978-79 
$ 

107,254 
21,926,615 
1,580,182 
1,006,133 
8,467,838 
23;928,193 
3,790,418 
253,550,896 
125,412,689 
193,747,139 
1,495,663 ,316 
509,616,272 
615,565 
140,123,920 
63,259,178 
130,006,832 
167,532,034 
3,088,265 
173,463,922 
9,425,398 
$22,069,175 
167,074,993 
py Reel see 1 
34,343,751 
246,388,247 
1,068,382,430 
2AA9251 
1,370,873,736 
1,225,737,460 
206,964,997 
2,390,929,708 
SOKO LUD 3 


14,156,942,763 





1977-78 
$ 

96,130 
29,750,864 
1,517,195 
893,425 
7,845,993 
1,907,010 
4,128,962 
271,359,933 
113,362,903 
194,523,637 
1,262,038,900 
389,549,402 
428,698 
129,189,269 
63,381,348 
118,469,588 
152,878,009 
3,199,075 
169,807,375 
7,350,459 
113,478,961 
171,788,921 
53,413,037 
29,348,017 
243,107,230 
1,034,936,086 
2,113,854 
1,257,374,839 
1,136,837,895 
191,471,166 
2,343,262,196 


3 630,673,336 
13,129,483,713 





Increase 
(Decrease) 


11,124 
( 7,824,249) 

62,987 

112,708 

621,845 

121,183 
( 338,544) 
(17,809,037) 
12,049,786 
( 776,498) 
233,624,416 
120,066,870 

186,867 
10,934,651 
(7 1225170) 
11,537,244 
14,654,025 
Cael. 810) 
3,656,547 
2,074,939 
8,590,214 
4,713,928) 
6,102,866 
4,995,734 
3281-017 
33,446,344 
Bercy 
113,498,897 
88,899,565 
15,493,831 
47,667,512 


— 


B27;42 1 1 dal 
1,027,459,050 
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29, Additional Comments Re Budgetary Expenditure. The following comments 
are presented for informative purposes: 


OFFICE OF THE ASSEMBLY. In 1978-79 the statutory payments under The 
Election Act were $0.7 million. In 1977-78 statutory payments under The Elec- 
tion Act were $12.1 million and reflected the costs of the Provincial Election of 
May 26, 1977. Offset against this decrease was a payment of $3.2 million, includ- 
ing interest, made in the current year to eliminate the actuarial deficiency of the 
Legislative Assembly Retirement Allowances Account as at March 31, 1978. 


GOVERNMENT SERVICES. The Provision of Accommodation Program was 
the major expenditure of the Ministry. This program provided accommodation for 
ministries and agencies of the Ontario Government. Budgetary expenditure on the 
program for 1978-79 totalled $136.4 million. 


During the year, the Province changed its practice regarding the allocation 
and recovery of annual contributions in respect of the unfunded liabilities of the 
Public Service Superannuation Fund. As a result, current year payments of $55 
million, which previously would have been charged in their entirety to Government 
Services, were, in part, allocated among all the Ministries and, in part, recovered 
from certain government agencies whose employees are contributors to the Fund. 


TREASURY AND ECONOMIcsS. Public Debt interest payments on securities 
issued and other borrowings totalled $1.474 billion and represented 98.6 per 
cent of the Ministry’s budgetary expenditure. The comparable amount for the 
preceding year was $1.242 billion, representing 98.4 per cent of the Ministry’s 
budgetary expenditure. 


INTERGOVERNMENTAL AFFAIRS. In 1978-79 the Local Government Affairs 
Program expended $507.5 million or 99.6 per cent of total Ministry budgetary 
expenditure. Comparable figures for 1977-78, as restated, were $386.9 million 
and 99.3 per cent respectively. This program provides studies, assistance and pro- 
posals to the Government for changes in the system of local government. It also 
advises and assists local governments on various matters and participates with 
the Ministry of Treasury and Economics in the development of transfer payment 
policies and the administration of such payments. 


CONSUMER AND COMMERCIAL RELATIONS. In the current year the Ministry 
changed its practice of recording the recovery of the Motor Vehicle Accident 
Claims Fund administrative expenses as Reimbursement of Expenditures in the 
ministry’s Statement of Budgetary Revenue. The recovery of expenses for the 
fiscal year 1978-79, amounting to $3,152,195, was recorded as a reduction in 


expenditure Vote 1402, Commercial Standards Program, Motor Vehicle Accident 
Claims Fund Activity. 


NATURAL REsouRCES. Budgetary expenditure on the Land Management 
Program, $92.2 million, Outdoor Recreation Program, $60.8 million, and the 
Resource Products Program, $58.9 million accounted for 86 per cent of the 
Ministry’s budgetary expenditure for the year. These programs respectively pro-— 
vide for the administration and protection of Crown lands and waters, opportuni- 


ties for a wide variety of outdoor recreation and for the production and harvest 
of renewable natural resources. 
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TRANSPORTATION AND COMMUNICATIONS. The major areas of budgetary 
expenditure in 1978-79 were the Provincial Roads Program, $413.6 million, 
Municipal Roads Program, $364.4 million, and the Municipal Transit Program, 
$137.9 million. These programs included construction and maintenance of the 
Provincial road network and assistance to municipalities for municipal roads and 
urban transit systems. 


COLLEGES AND UNIverRsITIES. Transfer payments amounted to $1.353 bil- 
lion and represented 98.7 per cent of the Ministry’s budgetary expenditure. Grants 
to Universities and related organizations amounted to $849.0 million, while grants 
to Colleges of Applied Arts and Technology and other organizations amounted 
to $417.3 million. 


COMMUNITY AND Social SERVICES. Transfer payments totalled $981.6 mil- 
lion and represented 80.1 per cent of the Ministry budgetary expenditure. Of these 
transfer payments, $725.0 million was expended by the Social Resources Program 
in providing financial assistance and social services to persons in need, and in- 
cluded payments for vocational rehabilitation, as well as residential care, social 
and recreational centres for the aged. 


CULTURE AND RECREATION. Transfer payments amounted to $176.9 million 
and represented 85.5 per cent of the Ministry’s budgetary expenditure. Under the 
Wintario Program grants of $69.6 million were provided to finance various pro- 
jects, facilities and events across the Province. 


EDUCATION. Transfer payments totalled $2.314 billion and represented 
96.8 per cent of the Ministry’s budgetary expenditure in 1978-79. The General 
Legislative Grants transfer payment under the School Business and Finance 
activity of the Education Program amounted to $1.969 billion, an increase of 
$98 million over the prior year. 


The Ministry’s budgetary expenditure of $2.391 billion was 16.9 per cent 
of the total budgetary expenditure of the Province for the year. 


Budgetary expenditure on education by both the Ministry of Education and 
the Ministry of Colleges and Universities amounted to $3.762 billion, or 26.6 per 
cent of total budgetary expenditure of the Province for the year. The comparable 
figures for the preceding year, as restated, were $3.601 billion and 27.4 per cent. 


HEALTH. Transfer payments amounted to $3.684 billion and represented 
93.1 per cent of the Ministry’s budgetary expenditure in 1978-79. Payments 
_ made for operation of hospitals and related facilities, $2.054 billion, and for care 
provided by physicians and practitioners under the Ontario Health Insurance 
Plan, $1.023 billion, accounted for 83.5 per cent of the total transfer payments. 
The specified payments increased by $65 million and $125 million, respectively, 
in 1978-79, accounting for 58.1 per cent of the increase in the Ministry’s total 
budgetary expenditure for the year. The Ministry’s budgetary expenditure of 
$3.958 billion was 28 per cent of the total budgetary expenditure of the Province 
for the year. Comparable figures for the preceding year, as restated, were $3.631 
billion and 27.7 per cent. 
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30. Non-Budgetary Transactions, Disbursements and Charges. Disbursements 
may be summarized as follows: 
Disbursements re er mare 


Voted Appropriations 
Per Legislative: Assembly..cree. iv, ee Pe. eee ees: 233,138,843 307,144,430 


Per Management, Board Orders. s. tei suc tena eers — Ss 
233,138,843 307,144,430 

S{ACULOTV cA DOTODIAUIOUS. saree raat iSs sha shas ace Deca at Me gaunt 895,238,300 641,793,730 
Special» Warrants: sss. cave galt Pes bomigienennrnserareremcnemtian summer at 








1,128,377,143 948,938,160 


An increase in advances made to Ontario Hydro, from $450,000,000 in 
1977-78 to $750,000,000 in 1978-79, represented the major change in Disburse- 
ments from Statutory Appropriations during the year. 


Details of Disbursements are shown on page 36 of Volume 1 of the 1978-79 
Public Accounts. Comments with respect to certain disbursement items are con- 
tained in the Comments on Assets and Liabilities, sections 34-35 of this Report. 


Charges for 1978-79 totalled $122,378,449 (1977-78 — $124,983,475), 
all of which were paid out of Statutory Appropriations. 


Details of Charges are shown on pages 40-42 of Volume 1 of the 1978-79 
Public Accounts. Comments with respect to a number of charge items are in- 
cluded in the Comments on Assets and Liabilities, sections 37-39 of this Report. 


31. Debt Transactions, Retirements of Loans. Details of Retirements of Loans 
totalling $193,635,698 for the 1978-79 fiscal year are shown on pages 45-46 of 
Volume 1 of the Public Accounts. These payments relate to the redemption of 
Ontario debentures. 
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COMMENTS ON ASSETS AND LIABILITIES 


32. Introductory Comments. As explained in the “Summary of Significant Ac- 
counting Policies” outlined in Exhibit 1 of this Report, the financial statements of 
the Province reflect a modified cash basis of accounting. In addition, Provincial 
expenditure on fixed assets is treated as non-recoverable expenditure of each fiscal 
year. As a result, the Statement of Assets and Liabilities does not include assets 
such as buildings, land or accounts receivable nor liabilities such as accounts pay- 
able. However, memorandum records of certain of these assets and liabilities are 
maintained for internal control purposes. The memorandum accounts for Accounts 
Receivable and Accounts Payable at March 31, 1979 are shown in Volume 1 of 
the 1978-79 Public Accounts, pages 83-86. 


33. Statement of Assets and Liabilities. The Statement of Assets and Liabilities 


_as at March 31, 1979, as shown in Volume 1 of the 1978-79 Public Accounts, is 
included in Exhibit 1 of this Report. The body of the Statement, to the nearest 
million dollars, is reproduced here for reference purposes. 


1979 1978 
Assets ($ millions) ($ millions) 
Cash, temporary investments and marketable securities (Note 1) ...... 1,020 548 
Advances to Ontario Hydro (Note 25 et RE A OA ae 3573 2,926 
Advances and investments — other corporations, boards and 
<CLTCELT ESS TETRIS 6) PINE) ilo er co a 4,340 4,455 
Investments in water treatment and waste control facilities 
(at cost less recoveries) (Note “de ee = So 975 880 

















Other loans and investments (Note 5)... 250 269 
Bee erordedrascclow™ me. cae bP ee | ear le 10,500 9,403 
Ole Soar Wh ee DS oh kg le theres 9,569 7,978 
20,069 17,381 

| Liabilities 
Deposits with The Province of Ontario Savings Onice eee ft 406 345 
Be oor INngse(NOte G)\ fe, MON RIG Ih? BFS We IMA rela) 1,567 1,336 
Meposit, trust and reserve accounts................0.. 399 322 
Advances payable ......... Roe SRO de nce yd dies Sat Somnath cr nti he aye 91 ji 2 
AUT DSR SS ae 325 130 
Debentures and notes (Note Thy BOP net ca Bra rae a iat De aie ir) 771 aN a 17,28) 15,136 
20,069 17,381 
Contingent liabilities (Note 8)... 6,734 6,212 











‘Comments on certain assets and liabilities, supplementary in nature to information 
contained in the notes to the financial statements and schedules appearing in the 
Public Accounts, are made in succeeding sections of this Chapter. Amounts refer- 
red to in these comments have been rounded to the nearest dollar, since many of 
these amounts are less than $1 million in magnitude. 





34, Advances and Investments—Other Corporations, Boards and Commissions. 
‘The balances included under this heading, with comparable balances for the preced- 


ing year, and the financial activity during the 1978-79 fiscal year were as follows: 


| 
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Advances/ 
Investments Repayments 
March 31, 1978 Made Received March 31, 1979 
$ $ $ $ 
Ontario Education Capital 
becatraraciatnn oe, oe ‘ Maes 1,273,701,814 70,922,000 67,175,249 1,277,448,565 
The Ontario Universities Capital 
Aids Corporatio conser 1,232,294,739 28,357,017 1,203,937 ,122 
Ontario Mortgage Corporation .... 758,162,400 15,462,000 143,585,300 630,039,100 
Ontario Housing Corporation .... 348,666,013 ( 28,925,888 34,134,699 351,917,633 
8,460,491* 
Ontario Student Housing 
Comoration. a.caveun ee 8,475,314 ( 14,823 
( 8,460,491* 
Ontario Land Corporation ............ 332,250,000 14,750,000 1,837,603 345,162,397 
Ontario Energy Corporation ........ 100,146,079 20,350,527 120,502,606 
Ontario Development 
Biohy s.0) x: 1015) ) Ramee tue Creivenr es Sten 90,558,679 16,300,000 12,351,200 94,507,479 
Northern Ontario Development 
Corporation. tt aster 47,088,019 8,450,000 5,235,002 50,303,017 
Eastern Ontario Development 
COrporaulon 4 Mes en tts 40,739,455 15,250,000 2,132,940 53,856,515 
Ontario Northland Transportation 
COMMUSSION 16.0. dee ee eens 72,707,935 72,707,935 
The Ontario Junior Farmer 
Establishment Loan 
Corporation: wccteascasn cones 63,906,560 4,581,804 59,324,756 
The Ontario Municipal Improve- 
Ment COrporationy A.crars.cstnce.an 42,616,008 1,125,000 4,658,144 39,082,864 
Liquor Control Board 
Ot cOMtaniOs ating see metas dees eee 25,074,515 25,074,518 
Urban Transportation Develop- 
ment Corporation Ltd. .............. 6,000,000 6,000,000 
The Crop Insurance Commission 
OF Ontario wena ere oeowa ee. 10,200,000 84,214 10,115,786 
North Pickering Development 
Corporation. Face eee 1,765,898 1,765,898 
Algonquin Forestry Authority ... 350,000 350,000 





4,454,703,428 200,001,906 314,724,384 4,339,980,950 











“4 At June 30, 1978, the Ontario Student Housing Corporation was dissolved. All assets and 
liabilities of the Corporation, including the $8,460,491 liability for advances from the 
Province, were assumed by the Ontario Housing Corporation. 

Financial statements of these Corporations, Boards and Commissions, are 
shown in Volume 2 of the 1978-79 Public Accounts. 


Explanatory comment relative to the nature of these Corporations, Boards 
and Commissions, and to the terms of the relative advances and investments made 


by the Province, is contained on pages 48-49 of Volume 1 of the 1978-79 Public 
Accounts. 


It should be emphasized that the preceding figures represent recorded balances 


only, and do not necessarily represent the amounts the Province expects to truly 
realize. 


For example, advances to The Ontario Universities Capital Aid Corporation 
as at March 31, 1979 are repayable out of future years’ Provincial expenditure 
appropriations. The Corporation employs funds advanced by the Province to pur- 
chase bonds and debentures issued by colleges, universities and related institutions 
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for capital construction purposes. The issuing institution then redeems its deben- 
tures, with interest, over their term, utilizing moneys appropriated by the Legisla- 
| ture for such purpose. The Corporation, in turn, utilizes redemption proceeds to 
_ Tepay, with interest, its advances from the Province. 





Additionally, the situation with respect to the repayment of advances made 
_by the Province to The Ontario Education Capital Aid Corporation is somewhat 
analogous to that outlined in the preceding paragraph. To a large extent, the ad- 
vances by the Province to this Corporation are also repayable out of future years’ 
_ Provincial expenditure appropriations. 


| Advances to Ontario Development Corporation and Northern Ontario Devel- 
opment Corporation as at March 31, 1979 included advances with respect to for- 
-_givable performance loans made by these Corporations in the outstanding amounts 
of $9,372,129 and $1,977,052 respectively. The major portion of advances by the 
Province to these Corporations with respect to forgivable performance loans is also 
Tepayable out of future years’ Provincial expenditure appropriations. 


Performance loans were made by these Corporations to persons establishing, 
or substantially expanding, an industrial undertaking in an area of equalization of 
industrial opportunity. Such loans are non-interest bearing and are subject to prin- 
cipal forgiveness. Forgiveness is contingent upon the borrower operating his busi- 
‘ness in a manner satisfactory to the Corporations. When borrowers’ loan principal 
‘is forgiven, moneys appropriated by the Legislature for the purpose of loan for- 
giveness are utilized by the Corporations to repay their corresponding advance 
indebtedness with the Province. 


The financial statements of The Crop Insurance Commission of Ontario, 
which appear in Volume 2 of the 1978-79 Public Accounts, show an accumulated 
deficit of $12,294,656 as at March 31, 1979. Additionally, subsequent to March 
31, the Commission has incurred substantial losses due to tobacco crop claims. 
Therefore, it is extremely doubtful that the Province will be able to recover the 
advances to the Commission of $10,1 15,786 outstanding at March 31, unless re- 
course is made to future years’ Provincial expenditure appropriations. See sec- 
tion 88 of this Report for further comment with regard to The Crop Insurance 
Commission of Ontario. 


35. Loans to Municipalities. The balances included under this heading, with com- 
parable balances for the preceding year, and the financial activity during the 1978- 
79 fiscal year were as follows: 
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Loans Repayments 
March 31, 1978 Made Received March 31, 1979 
$ $ $ $ 
eee RNR eee 84,012,797 20,240,102 L122 27 103,131,672 
Municipalities re tile drainage .... 69,782,001 17,870,700 8,957,700 78,695,001 
icipalities re municipal 
sis acre eet eee ‘ a ee 56,570,932 4,301,919 52,269,0 1a 
Federal-Provincial Winter 
Capital Projects Fund .............. 46,785,490 4,192,384 42,593,106 
Federal-Provincial 
employment loans .................+ 14,553,600 690,600 13,863,000 
Federal-Provincial special 
development loans ..................-- 3,526,600 241,800 3,284,800 
The Municipality of 
Metropolitan Toronto .............. 44,220,000 1,695,000 42,525,000 
The Shoreline Property 
Assistance Act, 1973. cxsoe ics. 2,374,404 570,600 142,415 2,802,589 
Township of Elliot Lake .............. 1,814,900 349,000 1,465,900 
Town of Kapuskasing .................. P1969 24 61,172 1,135,348 
Township of Collingwood ........... 116,826 116,826 
Towuship of Amabel |.........0..: 109,399 he 109,202 
The Moosonee Development 
VCR Oat Ona ste coca 106,000 5,000 101,000 
City OL WV INGSOl a: sehen ena 50,000 50,000 
Improvement District of 
Manitouwad te: -ictca.: sustain tegen 41,000 41,000 





325,260,476 38,681,402 21,849,421 342,092,457 











Explanatory comment with regard to these loans is contained on pages 49-50 of 
Volume 1 of the 1978-79 Public Accounts. Additional comment with regard to two 
of these loans follows: 


Special assistance was provided in 1974-75 to the Townships of Collingwood 
and Amabel in the amounts of $116,826 and $110,000 respectively. 


In the case of the Township of Collingwood the assistance was to prevent a 
substantially increased and inequitable tax burden on local taxpayers. The loan will 
evidently not be called until all the financial implications are known. A decision 
will then be made as to whether or not it will be repaid or forgiven. At March 31, 
1979 the loan amount remained unchanged. 


The assistance to the Township of Amabel was made to allay immediate 
financial difficulties being experienced as a result of its inability to collect tax ar- 
rears in respect of tenant occupied property on Indian Reserves. The agreement 
between the Province and the Township required that the Township make every 
reasonable effort to effect the collection of the tax arrears. All collections of such 
tax arrears are to be repaid to the Province. The rights and allegations of both 
parties under the agreement terminate on December 31, 1979. After repayments of 


$601 in 1976-77 and $197 in 1978-79, the outstanding balance was $109,202 at 
March 31, 1979. 


36. (Net Debt. The Net Debt of the Province is the difference between assets and 
liabilities as recorded in accordance with the “Summary of Significant Accounting 
Policies” described in Exhibit 1. Year-to-year changes in Net Debt are related 
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directly to the amount by which budgetary revenue exceeds, or is less than, budget- 
ary expenditure. Revenue was less than expenditure on budgetary transactions by 
$1,590,985,356 for the 1978-79 fiscal] year, with the result that Net Debt increased 
by that amount to $9,568,960,523 as at March Sei 9. 


37. Deposits with The Province of Ontario Savings Office. These deposits are 
carried in twenty-one branches of the Savings Office throughout the Province. The 


liability of the Savings Office to depositors, with comparative balances for the pre- 
ceding year, consisted of: 


March 31,1979 March 31, 1978 





$ $ 
Be un anCcs ee Bie Oe els, anon borers 405,693,296 345,221,366 
MMO DAIANCES fae, aie eeyc, Ath s..n\., Liss. cceis..eic nu, 219,907 196,202 
405,913,203 345,417,568 


It is the current practice of the Savings Office to transfer a deposit balance 


- from a current classification to an unclaimed classification when no communication 


has been received from the depositor, and no activity has taken place in the account, 


_ for a five year period. 


The financial statements of The Province of Ontario Savings Office are shown 


_ on pages 78-80 of Volume | of the 1978-79 Public Accounts. 


38. Pension Funds. The balances included under this heading, with compara- 


_ tive balances for the preceding year, and financial activity during the 1978-79 fiscal 
_ year, were as follows: 


March 31, 1978 Credits Charges March 31, 1979 
$ $ $8 $ 
Public Service 
Superannuation Fund .... 1,323,991,531 298,184,649 70,668,048 [eS S155087132 
- Legislative 

Assembly Re- 

tirement Allow- 

piles ACCOUNT: —...dc.yssx. 11,969,444 4,482,528 686,435 1365537 


| 











1,335,960,975 aU 2,007,077 71,354,483 1,5675273,669 











The balances in the Public Service Superannuation Fund and in the Legisla- 
_tive Assembly Retirement Allowances Account have been deposited with the Trea- 
_surer of Ontario. 


The Superannuation Adjustment Fund, which was established in 1975-76, is 
not reflected under the “Pension funds” heading in the Statement of Assets and 
Liabilities; instead, it is included under the caption of “Deposit, trust and reserve 
accounts”. 


39. Deposit, Trust and Reserve Accounts. During the 1978-79 fiscal year 
$128,181,096 was paid into these accounts while $51,023,966 was paid out. A 
balance of $399,397,942 was outstanding at March 31, 1979. 


| Deposit, Trust and Reserve Accounts are itemized in Volume | of the 1978- 
79 Public Accounts on pages 52-53. Comment with respect to several of the larger 
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accounts is also contained in the Public Accounts. Numerous other accounts, how- 


ever, are included in the Deposit, Trust and Reserve Accounts category. Back- — 


ground on the following accounts is presented for informative purposes. 


TIMBER LICENCEE’S FUNDS HELD IN TRUST — $391,256 


On pages 36-37 of last year’s Report, comment was made in regard to the 
above account. For ease of reference, most of this comment has been repeated, 
along with additional information to support its current status. 


In order to protect Crown charges in excess of $682,000 owing by a lumber © 
company for stumpage fees, forest products in the form of logs and lumber were © 


seized by the Province. A chartered bank also made a claim against the forest 


products. The question of ownership was left to the courts to decide. With the 
approval of the chartered bank and the Ministry of the Attorney General, the seized 


products were sold in 1976 and the proceeds placed in a special interest bearing © 
account designated as Timber Licencee’s Funds Held in Trust. Additionally, in | 


response to correspondence from the Minister of Natural Resources, some debtors 
paid to the Treasurer of Ontario amounts owing to the lumber company. At March 
31, 1977 these payments amounted to $4,288 out of a total of $100,630 owing. 
The balance on deposit in the special interest bearing account at March 31, 1977 
was $391,256. As there have been no transactions through this trust account for 
the past two fiscal years, the balance remained at $391,256 as at March 31, 1979. 


We have been informed by the Ministry of Natural Resources that a court 
action dealing with the question of ownership and distribution of the sales proceeds 
has not been finalized and that the Ministry of the Attorney General has been con- 
tacted regarding the disposition of the case. 


The Ministry additionally advised us that the chartered bank also sent a letter, 


similar to that of the Ministry, to the debtors of the lumber company. As a result, 
some payments were received during the 1977-78 fiscal year but no further pay- 
ments have been received in 1978-79. The payments were deposited by the bank 
into trust accounts to await the outcome of the court action referred to in the 
preceding paragraph. 


Loto CANADA TRUST ACCOUNT 


This Account was established by Order in Council dated March 16, 1977 
for the purpose of receiving deposits of the Ontario portion of the proceeds from 
the sale of lottery tickets by Loto Canada Inc. Her Majesty in Right of Canada has 
authorized the payment to Ontario “of an amount not to exceed 12.5% of the 
amount being held to the credit of the government of the Province of Ontario in 
proportion to the number of tickets sold by Loto Canada Inc. in Ontario for ‘Loto 
Canada’ in the three month period immediately preceding the month of payment”. 


The Loto Canada Trust Account is administered by the Minister of Culture 
and Recreation. It is the responsibility of the Ministry of Culture and Recreation 
to see that all payments made from the Account are applied for the purposes set 
out from time to time by Order of the Lieutenant Governor. 
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From the inception of the Account to March 31, 1979, $5,606,254 has been 
_ received for deposit and a similar amount has been paid out. A grant of $660,705 
_ authorized by Order in Council dated March 30, 1977, was made to the Munici- 
_ pality of Metropolitan Toronto. The payment represented one-half of the interest 
_ payments incurred by Metropolitan Toronto prior to J anuary 1, 1977 relating to 
the expansion of the Metropolitan Toronto Stadium. The remainder of $4,945,549 
_ was paid to the Municipality of Metropolitan Toronto under the authority of an 
Order in Council dated February 21, 1979 which provided for a repayable grant 
to assist in the construction costs involved in expanding the Stadium. The Order 
in Council authorized the Minister of Culture and Recreation to enter into an 
_ agreement with the Municipality of Metropolitan Toronto whereby all revenues 
_ received by the Province from Loto Canada Inc. from April 1, 1976 onwards were 
_to be paid to Metropolitan Toronto until a principal amount of $8,513,126, to- 
gether with the additional amount of $660,705 previously paid with respect to 
interest payments, was reached. No interest is to be paid by the Province to Metro- 
_politan Toronto with respect to the maximum principal amount of $8,513,126, 
hor will the Province charge any interest to Metropolitan Toronto with respect to 
-any amounts paid to the municipality. 


Metropolitan Toronto has agreed to pay to the Province one-half of the in- 
creased profits attributable to the expansion of the stadium. The repayments, based 
on the preceding year’s profits, are to be made no later than March 31 of each 
year. Commencing in 1980, the repayments will continue until such time as the 
total principal amount of $8,513,126 has been repaid. If Metropolitan Toronto 
has not received the total principal amount of $8,513,126 before it commences 
repayment in 1980, it is entitled to set off the profits payable to the Province, 
against the outstanding amounts receivable from the Province, until such time as 
the total principal amount has been received. 


RESERVE FOR OUTSTANDING CHEQUES — VARIOUS MINISTRIES 


During the 1978-79 fiscal year, the use of Reserves for Outstanding Cheques 
accounts for Accountable Advances (imprest fund) cheques by most ministries 
was discontinued in order to simplify the accounting treatment for these relatively 
‘Minor transactions. The discontinuation did not apply to Ontario Health Insurance 
Plan cheques or to Treasury cheques because of their large dollar significance. 


| Previously, cheques outstanding for lengthy periods were removed from bank 
Teconciliations by depositing the funds in the reserve account. The revised pro- 
cedures provide for the amounts representing cheques removed from bank recon- 
| ciliations to be credited to a miscellaneous revenue account. If a reissue of any 
cheques so removed is required, a charge will be made to miscellaneous revenue. 
Notwithstanding the above transactions, the ministries involved will continue to 
‘maintain memorandum records of the outstanding cheques removed from the bank 
Teconciliations. The implementation of these procedures resulted in the transfer of 
$91,699, representing the reserves for outstanding cheques for various ministries 
as at March 31, 1978, from the reserve accounts to miscellaneous revenue during 
the 1978-79 fiscal year. 
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40. Debentures and Notes. During the 1978-79 fiscal year, proceeds and repay- 


ments of debentures and notes totalled $2,325,411,647 and $180,438,450 respec- 


tively, leaving a balance of $17,280,546,001 outstanding at March 31, 1979. 


j 
| 
| 
| 
{ 
| 
| 
. 


Details of debentures and notes outstanding are shown on pages 55-59 off 


Volume 1 of the 1978-79 Public Accounts. A summary by years of maturity and 
currency in which the debenture liability is repayable is included in Exhibit 1 
(note 7 to the financial statements) of this Report. 


41. Contingent Liabilities. Contingent liabilities totalled $6,734,386,680 as at 
March 31, 1979. Details thereof, to the nearest million dollars, are summarized in 
Note 8 to the financial statements, which has been reproduced as part of Exhibit 1 
to this Report. 


In previous years, the portion of Provincially guaranteed Ontario Hydro bonds 
held by the Province as investments at year-end, was deducted in the determination 
of total contingent liabilities. For the current year, this practice was changed, and 
no such deduction was made. 


This change had the effect of increasing the March 31, 1979 total contingent 
liabilities by $42,110,000 ($42 million for purposes of Note 8). As a result, the 
1977-78 comparative amount for total contingent liabilities has been increased by 
$59,651,000 (i.e. $60 million) to conform with the revised basis of disclosure. 
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42. Introductory Comments. Most of the comments contained in this segment of 
the Report pertain to audit observations and recommendations relating to pay- 
ments into and out of the Consolidated Revenue Fund. The audits on which the 


comments are based were completed since the date of our last Report and are 
listed in Exhibit 5. 


43. Audit Memoranda. Memoranda on the various audits and examinations 
performed during the year were submitted to the Deputy Minister of each Ministry 
concerned. Observations and comments were made on matters noted during the 
conduct of the audits. Included in the memoranda were recommendations and 
suggestions for improvement in internal controls and general efficiency of the 
accounting and operating processes. The Deputy Ministers were asked to review 
the memoranda and to forward their comments on our findings and recommenda- 
tions. This procedure provides each Ministry with an opportunity to question the 
position taken by this Office or to initiate immediate corrective action. 

Matters which were raised in memoranda covering these audits, and which, 
in our considered opinion, should be brought to the attention of the Legislative 
Assembly, are included in subsequent sections of this Report. Not all of the sub- 
sequent comment is of a critical nature; certain comments are for informative 
purposes only. For the most part the caption of the section will indicate whether 
the content is of a critical or informative nature. 


Pertinent replies received from the Ministries to the time of completion of 
this Report have been included for informative purposes, generally without further 
comment by this Office. Such replies will be reviewed during subsequent audits of 
the respective Ministries. 


44. Suggested Corrective Action and Recommendations Contained in the Provin- 
cial Auditor’s Previous Annual Reports. It is our practice to follow up on the 
Status of suggested corrective action and recommendations at the time of our next 
audit of each Ministry. The status of suggested corrective action and recommenda- 
tions contained in our 1977-78 Report is indicated in Exhibit 7 to this Report. 
Exhibit 7 also provides an update on the status of corrective action and recom- 
mendations considered unresolved per Exhibit 8 of our 1977-78 Report. 


45. Current Relevance of Grants Queried, Ministry of Agriculture and Food. 
During an audit of Ministry expenditure, we noted a number of grant payments 
being made pursuant to long-existing authorities, one of which dates back forty-five 
years. Currently, expenditures for these programs are in token amounts and raised 
the question as to the need for their continuance. Examples included: 


Date of 1977-78 
Nature of Grant Order in Council Total SS 
Local Poultry Associations .... . April 27, 1933 772 
Encouragement of Livestock .... December 20, 1946 12,121 
Se ePremiums 0c Seal yga ee June 2, 1966 814 
Pure Bred Cattle Sales Assistance June 16, 1966 3,984 


mame Premiums (2 sh, Son.) December 31, 1966 3,500 
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We recommended that the objectives of these and other grants be reviewed to 
determine their current relevance, and whether the benefits derived are com- 
mensurate with the costs associated with administering the programs. 


On June 6, 1979 the Deputy Minister advised us that these grants “are pres- 
ently under review”. 


46. Refinements Needed in Management by Results Process, Ministry of Agricul- 
ture and Food. Management by Results (MBR) is a management technique for 
measuring the results of a plan of action by expressing program management ob- 
jectives in appropriately measurable terms. As part of the MBR process, each 
Ministry is required to submit to Management Board of Cabinet statements of the 
results that are expected to be achieved by the use of the resources assigned to 
each program. During the course of an audit of the Ministry of Agriculture and 
Food, we reviewed the Ministry’s MBR submissions to Management Board for the 
1977-78 and 1978-79 fiscal years, resulting in the following observations: 


(1) Veterinary Services Branch 

Our review of programs within the Veterinary Services Branch revealed 
that certain planned results detailed in the MBR submissions to Man- 
agement Board were stated in general rather than in specific terms 
which, if suitably quantified, would make measurement and evaluation 
of results possible. For example, the planned results for the Meat 
Inspection Program, under which payments totalled $2,839,489 in 
1977-78 and were estimated at $3,530,714 for 1978-79, were stated 
as being: “to make the number of inspections required under The 
Meat Inspection Act (Ontario).” 


From our review and discussions, it appeared that quantitative data 
such as a forecast of the number of animals to be inspected or the 
number of inspections could be identified as specific results to be 
achieved against which actual results could be measured. We therefore 
recommended that quantitative criteria or data be developed for the 
Ministry’s programs presently lacking this information. 


(2) The Drainage Act Program 


The Drainage Act, 1975, provides for grants towards the cost of con- 
structing, improving, repairing or maintaining drains upon lands used 
for agricultural purposes. Expenditures under this program for 1977-78 
totalled $5,206,700 with costs for 1978-79 being estimated at 
$4,500,000. 


Under section 7(1) of the Act a local municipal council or the Minister 
may require a benefit cost statement to be prepared for proposed drain- 
age works. Grant files examined showed no evidence of such statements 
having been obtained. We felt that grant applications should be sup- 
ported by benefit cost statements, where applicable, to ensure that pro- 


jects are funded only if the benefits to be derived from the project would 
justify the costs involved. 
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(3) 


(4) 


(5) 


The Tile Drainage Act Program 


The Tile Drainage Act, 1971, permits municipalities to borrow funds 
from the Treasurer of Ontario for the purpose of lending the money 
to owners of agricultural land for the construction of drainage works. 
A total of $18,772,400 was disbursed in loans in 1977-78, and the 
Estimates for 1978-79 provided for disbursements of $18 million. 


The funds made available to the program are allocated to individual 
municipalities on the basis of a formula. We recommended that this 
method of fund allocation be reviewed, as the potential benefits of the 
program may be reduced by not recognizing special circumstances or 
need. 


Capital Grants for Farm Development Program 


This program, which provides financial assistance to farmers for capital 
improvements on their farms in order to increase or maintain food pro- 
duction, commenced on April 1, 1967 and was due to terminate as at 
March 31, 1979. Grants paid from the inception of the program to 
March 31, 1978 totalled $143 million, with 1978-79 costs being esti- 
mated at $11 million. 


An application for grant is approved for payment partly on the basis of 
an inspector’s report. In our opinion, this report is an important ele- 
ment of internal control over the accuracy of the claim, as well as an 
assurance that expenditures are of a type which would help to achieve 
the objectives of the program. In a previous audit memorandum relating 
to transfer payments, disbursements and other transactions, we noted 
that comments by inspectors had not been entered on over 40 per cent of 
the applications reviewed. An internal audit report on transfer payments 
dated August 1978 also noted deficiencies in this area. 


Should this program be renewed or similar programs implemented in 
future, we recommended that inspectors be required to make constructive 
recommendations or statements in their reports. 


Verification of Municipal Records 

The Ministry performs verifications, on a test basis, of municipal records 
relating to construction of drains to ensure that funds are spent in 
accordance with The Drainage Act, 1975. The current rate of inspec- 
tions (sixteen municipalities in six months) was well below the planned 
level. We therefore recommended that the rate of inspections be 
increased. 


The Ministry’s MBR report for 1977-78 indicated biennial verifications 
of municipal records in respect of municipal debentures issued to the 
Province under The Tile Drainage Act, 1971. Such verifications were 
not included in the Ministry’s MBR report for 1978-79. We recom- 
mended that test examinations of municipal records be reinstated to 
ensure municipal compliance with the provisions of the Act. 
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The following reply was received from the Ministry on June 6, 1979: 


(1) Veterinary Services Branch 
“We are working to improve the quantitative information in future. 


(2) The Drainage Act 
“Benefit cost statements have not been requested previously and we 
do not think that the cost, in terms of both time and manpower, 
could be justified for all 800 drainage works undertaken each year. 
We do agree that in some cases they would be desirable and are 
developing criteria with the intent of requesting these statements 
where deemed appropriate. 


(3) Allocation of Tile Drainage Debentures 
“It is recognized that our current method of allocation may be less 
than ideal. We have, however, tried many systems over the past two 
or three years and feel that, despite its shortcomings, our present 
system is the most practical. 


(4) Capital Grants for Farm Development 
“We will work to improve the inspectors’ statements in the new 
Farm Productivity Incentive Program which will replace the pre- 
vious Capital Grants Program. 


(5) Verification of Municipal Records 


“An attempt will be made to improve our activity in this area as 
staffing constraints permit.” 


47, Apparent Overpayment to Terminated Employee, Ministry of the Attorney 
General. During a review of Ministry payroll records in May 1978, we noted 
that a member of the staff had been absent without official leave since May 8, 
1977. The Ministry continued to pay this employee until December 25, 1977. 
No medical certificate was received declaring this absence was due to illness and 
the position was declared abandoned by the Ministry on March 16, 1978, effective 
May 8, 1977. At the time of our audit, the Ministry stated that, as a result, ap- 
proximately $19,500 had been overpaid to the employee. It was our opinion that 
a weakness in the reporting of attendance allowed this situation to occur. 


On January 25, 1979 the Ministry responded as follows: 


“The employee was a member of the Seconded Legal Services (with 
M.T.C.). The Payroll Section were unaware of the absence of the re- 
quired medical certificate, since at that time this would have been re- 
tained in the employing Ministry. Since June, 1978, it has been a require- 
ment that medical certificates be forwarded to the Payroll Section along 


with attendance reports, thus eliminating this aspect of the problem in 
future. 


“Arrangements are being made to obtain the required certificate for the 
period during which (the employee) was ill.” 
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48. Poor Controls over Inventories of Furniture and Equipment, Ministry of the 
Attorney General. As a result of observations and a review of Ministry records 
relating to furniture and equipment, we found control over physical inventories 
to be weak in the following instances: 


1. Fourteen tagged items which the Ministry had under lease could not be 
located. According to the inventory listing the approximate value of 
these items was $28,700. It was ascertained that these items had been 
returned to the lessor, but were not removed from the inventory listing. 


2. The Finance and Services Branch periodically sends inventory lists to 
field offices requesting that they confirm the furniture and equipment 
items on hand and indicate any differences. We reviewed the results of 
this procedure carried out at September 30, 1977 for 26 field offices. 
It was found that returned lists from 7 field offices were not on file, and 
where differences were shown on some lists there was no indication of 
any subsequent action taken by the Finance and Services Branch. 


3. We noted six instances of equipment purchased in February 1978 for 
which tag numbers had not been assigned. 


A physical count was made of the furniture and equipment in the Informa- 
tion and Computer Systems Branch. A comparison with the inventory records 
as at May 31, 1978 disclosed the following: 


(a) seven items belonging to another branch were found in this branch; 


(b) nine items removed from the inventory listing were still in the posses- 
sion of this branch; 


(c) eight items were found without tags; 


(d) twelve items listed on the inventory records could not be located during 
the physical count; 


(e) thirteen items belonging to a field office which was closed and its in- 
ventory returned to this branch could not be located. 


We recommended that the branches be made aware of the need for control 
over movable assets in their possession. Most important in this respect was the 
need for branches and field offices to periodically reconcile these assets to the 
inventory records. 


The Ministry subsequently replied as follows: 


“The need for improvement in the system of inventory control is recog- 
nized, and corrective action is already in process. Specific discrepancies 
are being followed up, and will be properly adjusted.” 


49. Substantial Lack of Compliance with Guidelines and Other Matters Re Train- 
ing in Business and Industry Program, Ministry of Colleges and Universities. The 
Training in Business and Industry (TIBI) program is funded by the Province 
through grants allocated to the Colleges of Applied Arts and Technology. The 
grants are paid on a lump sum basis in April of each fiscal year and are recorded 
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in the Ministry’s accounts as part of the Grants for Operating Costs sub-activity. 
For the year ended March 31, 1979, such grants amounted to $3,300,000. 


The primary purpose of the TIBI program, as expressed in the Ministry 
guidelines, is to encourage the training of employees in occupational skills or to 
enhance existing skills. The goal of the program is improved employee efficiency, 
effectiveness and productivity. 


The Colleges provide supervisory and financial assistance to clients for oper- 
ating their own training activities. The Colleges may support up to one-third of the 
total value of a training activity, that is, one-third of the estimated cost of a specific 
program. The remaining value is made up by contributions from the employer and 
the trainees. The training is usually carried out at facilities supplied by the em- 
ployer, but some training does take place at the Colleges. 


The guidelines also specify that: 


1G 


The development of portable skills is a necessary condition for TIBI 
funding approval. 


Training which is funded in whole or in part, through other initiatives of 
the federal and provincial governments, is not eligible for TIBI support. 


TIBI funding is intended to initiate, rather than sustain, training within 
the client organization. 


We reviewed the 1978-79 enrolment reports on TIBI and found a substantial 
lack of compliance with the guidelines. Examples of training assistance which we 
considered ineligible or inappropriate are cited: 


L 


The support to several organizations was of a sustaining, rather than an 
initiating nature. Various organizations have received assistance for five 
or more years. A major communications company received assistance for 
171 courses, many of which were similar in nature, involving 14,862 
trainee days in 1978-79. 


A provincial psychiatric hospital received assistance in connection with 
post diploma psychiatric nursing courses. Such training should be avail- 
able through the hospital’s continuing education programs. 


General hospitals received assistance for new employees’ orientation and 
other courses. We doubted whether such training fell into the category of 
portable skills. 


A Board of Education received assistance for eight courses on emergency 
first aid. A ski patrol organization also received assistance for a first aid 
course. This training should be available from other sources. 


an sponsors receiving assistance of an ineligible or inappropriate nature 
included: 


(a) an urban municipality and a meat packing firm — preparation for re- 
tirement, 


(b) a federal government department — trade orientation, 
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(c) foreign service officers — trade orientation seminar, 
(d) a large retail store — induction and terminal training, 
(e) aschool board — folk dance workshop, 


(f) a Provincial Ministry — leisure workshop and fund-raising workshop, 
and 


(g) a judo association — fundamentals of judo. 


The guidelines, as revised in March, 1978, require that Colleges submit an 
annual report on the achievement of TIBI priorities. Such reports were not evident 
during our review. 


The 1978 guidelines stated that clients may receive up to $10,000 in any year 
of TIBI funding. The records of a College reviewed by us during an inspection 
audit indicated payments exceeding $10,000 had been made to four organizations 
in the fiscal year 1978-79. Further, the application of this rule does not prevent an 
organization receiving assistance from more than one College. For example, we 
noted that a large firm of retail stores received assistance from at least three Col- 
leges in 1978-79. 


The guidelines were further amended in February, 1979 to provide stricter 
financial control over the funds allocated to the Colleges. Commencing in the fiscal 
year 1979-80, the Colleges will be required to submit an annual statement of finan- 
cial transactions under the program, and Provincial funding will not exceed the net 
cost to the College as a direct result of operating the program. Adjustments will 
therefore be made for unspent funds. Until March 31, 1979 the Colleges had been 
permitted to transfer any excess funds to their surplus accounts. 


We questioned not only the propriety of some of the training assistance rela- 
tive to the purpose and goal of the program, but also whether much of the training 
would have taken place irrespective of the assistance. Although we were informed 
that TIBI has the important side effect of bringing the Colleges in closer contact 
with employers for a better understanding of their requirements, we felt such un- 
derstanding could be achieved through other channels. In this respect, we noted 
that the Colleges are involved in the administration of the Federal Government’s 
Canada Manpower Industrial Training Program, which has a similar target group 
to that of TIBI. 


The Report on the Special Program Review (November 1975) noted that the 
Training in Business and Industry program “appears to duplicate federal efforts in 
this field”, and recommended that “the Government review the need to be involved 
in programs of manpower training other than those funded by the Federal Govern- 


- ment’. As far as we could determine, this recommendation has not been sufficiently 
_ considered, and we strongly recommended that it be addressed at this time. 


If the program is to continue, we recommended that the Ministry take decisive 
action, including the employment of its internal audit services, to ensure compliance 
with the guidelines. In view of the significant total involved, we also recommended 
that the grants to the Colleges be made on an instalment basis extending through- 
Out the fiscal year. 
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The preceding comments were included in a memorandum sent to the Minis- 
try on September 27, 1979. As this Report is dated September 28, 1979, the 
Ministry did not have an opportunity to respond. Therefore, we are not in a posi- 
tion to present the Ministry’s views on the subject matter. 


50. Criteria and Other Matters Related to the Use of Consultants Queried, Minis- 
try of Community and Social Services. The Audit Services Branch of the Ministry 
conducted audits on the use of consultants in a number of areas in the Ministry 
at the request of the Deputy Minister. The reports and memoranda resulting from 
these audits indicated a number of concerns regarding the wide-spread use of con- 
sultants, especially in the Children’s Services Division. 


The following matters were noted in our review of internal audit reports and 
contracts with consultants: 


1. The price quoted in several agreements with consultants was just under 
$15,000. The Audit Services Branch of the Ministry also reported on this 
situation, stating that contracts are restricted in time and objective appar- 
ently to keep them under this dollar limit, above which specific application 
for approval would have to be made to Management Board. The Ontario 
Manual of Administration states that all projects involving management 
consultants shall be tendered unless the estimated total costs are under 
$15,000. The Executive Director of the Children’s Services Division re- 
ported to the Deputy Minister on June 15, 1979 that there would be no 
further $15,000 back-to-back projects undertaken within the Division, 
however justified they may have been or may be in the future in terms of 
the different nature of the projects. 


2. Jobs tend to be more fragmented by arranging contracts with management 
consultants with estimated total costs under $15,000 than would be the 
case if the tendering process was involved. Also, large firms of manage- 
ment consultants with expertise in various fields are less likely to be hired. 
We observed that a study on the funding of one particular type of institu- 
tion involved several firms of management consultants, each with a single 
specialty such as computer systems or procedure manuals. 


3. Certain former employees of this or other Ministries were hired as con- 
sultants. While we appreciated that such individuals probably have the 
required expertise because of the nature of their government employment, 
It Is Open to question whether their selection was completely unbiased in 
the absence of any tendering procedure. We observed that one senior em- 
ployee of the Ministry resigned on April 30, 1979, registered his own 
management consulting business on that date, and was engaged as a con- 
sultant from May 1, 1979. His agreement covered a four-month period 
from that date at a stated fee of $48,450, an amount which was subse- 
quently increased by $18,000. Since the amount payable under this agree- 
ment exceeded $15,000, tenders should have been called prior to awarding 


a contract or specific Management Board approval obtained for not so 
oing. 
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The absence of the tendering process and the fragmentation of manage- 
ment studies lead to the engagement of consultants who are one-man 
operations and who, in view of the Audit Services Branch, have only one 
client — the Ministry of Community and Social Services. Our examination 
showed that in some cases individuals provided service on a continuous 
full-time basis, which lends support to the contention of the Audit Services 
Branch. The Audit Services Branch auditors also argued that engage- 
ments of the above nature appear to meet the criteria for employment as 
unclassified staff as provided in The Public Service Act and applicable 
Regulations, and we came to the same conclusion following a review of 
various agreements. The Executive Director of the Children’s Services 
Division also reported on June 15, 1979 that, as at that date, individuals 
acting in a consulting capacity to the Division were being contracted under 
strict guidelines to observe the spirit and the intent of the Ontario Manual 
of Administration. This procedure was expected to ensure that individuals 
hired to perform services for the Ministry are paid as unclassified staff 
when appropriate. 


When different aspects or phases of a job are performed by different man- 
agement consultants or by the same consultant under a series of agree- 
ments, it becomes extremely difficult to arrive at the total cost of a job. 
No evidence was found in the course of our audit that such accumulation 
of costs was made. 


Payments have been made to suppliers of services although agreements 
have not been completed. Provision of some of these services are exten- 
sions of prior contracts. Invoices have also been held by the Accounts 
Branch where no agreement is available or the maximum amount has been 
reached and an extension of the agreement is awaited. 


The Ontario Manual of Administration contains a directive on the appoint- 
ment and control of management consulting services. Based on our audit of expen- 
ditures for Services, in addition to the requirements of this directive, we recom- 
_ mended that: 


i 


agreements be in a form approved by the Legal Services Branch, and a 
standard form of agreement be considered; 


work to be done be detailed in the agreement and the terms of reference 
clearly defined; 


agreements be completed before any of the contracted work has com- 
menced; 


a management committee conduct a quarterly review of extended engage- 
ment of consultants; 


accumulation of service costs on a project basis be implemented for man- 
agement consulting services; 


coding of service costs be subject to more scrutiny to ensure that expen- 
ditures are properly and consistently allocated; 


50 AUDITOR’S REPORT FOR 1978-79 
SU ee 


7 consultants’ invoices be certified that services have been rendered and 
prices are in accordance with agreements before submission for payment. 


a 


The foregoing comments were included in a memorandum to the Ministry | 
dated September 28, 1979, the date of this Report. Since the Ministry has not had — 


an opportunity to reply, we are unable to present its views on the subject matter. 


51. Overpayment of General Legislative Grants to School Boards, Ministry of 
Education. During the 1977-78 fiscal year, general legislative grants totalling 


approximately $1,870,000,000 were paid to school boards. Student enrolment data | 


is considered to be the key ingredient in the determination of these grants. As part 
of the Ministry’s annual review process, a special enrolment review was carried out 
by the regional offices during the 1977-78 school year. Its stated purpose was to 
ensure that the enrolment reported for grant purposes by the schools selected for 
review was correct. The Ministry stated in Provincial Review Report Number 1 of 
May 1978 that errors were noted in the enrolment figures of 29 per cent of the 
schools reviewed. The net result of the findings was that enrolments were reduced 
by the equivalent of 2,111 full time students, producing an overall reduction in 
grants to school boards of approximately $1,692,000. We noted that the review 
covered 8.4 per cent of the total number of schools in the province under the juris- 
diction of enlarged boards, but that no attempt was made to project or estimate the 
overall net overpayment included in the general legislative grant expenditure. The 
enrolment review was continued into the 1978 calendar year but the results had 
not been finalized at the time of our audit. 


On August 16, 1979 the Ministry advised us that: 


“The purpose of the review was to identify and correct error. AS 
you observe, it achieved an overall reduction in grants to school boards 
of approximately $1,692,000. 


“It was not considered that the sample would identify a ‘represen- 
tative average of error’ because different tests were applied to separate 
school boards, secondary school boards and elementary school boards. 
However, with the results obtained, further testing will take place to 
develop a full correcting process.” 


52. Recommendations Relating to Centre Funded by Ministry Grants, Ministry 
of Education. During the year, we carried out an inspection audit of the account- 
ing records of a Centre which receives the majority of its operating funds by way 
of grants from the Ministry of Education. The Centre commenced with the objec- 
tives of providing for the exchange and diffusion of pedagogical (teaching) mater- 
ials among school boards. 


- Since its inception in January 1974 with a Federal Government Local 
Initiatives Program grant of $17,880 and a few staff members, the Centre has 
substantially expanded its operations. For the 1978-79 fiscal year it was to receive 
provincial grants totalling $521,000, including a French Language Learning Ma- 
terial Fund Grant of $21,000, and as at December 1978 had a full-time staff of six- 
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_teen and a part-time staff of seven. The Centre also receives funds from the sale of 

educational material to teachers and school boards. We estimated that total funds 
available to the Centre for the 1978-79 year would therefore exceed $650,000. 


We ascertained that the Ministry had not initially imposed any specific written 
guidelines on the Centre as to the manner in which the grant moneys were to be 
expended, nor were there any specific terms of reference with respect to the scope 
of operations of the Centre. Also, there was no agreement to allow Ministry audi- 
tors to conduct an audit of the Centre. The Centre gradually developed its own 
operating procedures and defined its own scope of operations, with the Ministry 
being only minimally involved until the 1978-79 fiscal year. The Centre’s scope 
was expanded to include the evaluation and editing of materials as well as the 
production thereof. 


In a letter dated August 1, 1978, the Minister of Education informed the 
Centre that the grant for the 1978-79 fiscal year would be $500,000 and that in 
return the Centre was expected to fulfill several obligations, including the follow- 
ing: 

1. The Centre was to submit to the Ministry quarterly financial reports of 

revenue and expenditure and annual audited financial statements. 


2. The Centre was to keep separate in its records the funds it receives under 
the French Language Learning Material Fund and under the main grant. 


3. The selling prices of the Centre’s products were to be reasonable and a 
reflection of the non-profit character of the Centre. 


4. All projects funded under this plan and referred to the Centre were to be 
accompanied by critical reviews. 


5. The Centre was to obtain and register copyrights and trademarks for all 
learning materials produced by the Centre. The instructions regarding the 
use of such learning materials were to remain the property of the Centre. 


The Centre’s charter requires that on dissolution, the net assets shall be dis- 
tributed or disposed of to charitable organizations which carry on their work solely 
In Ontario. 


The majority of items in the Centre’s catalogue, issued on September 30, 
1978, originated with school boards in Ontario. We ascertained that the selling 
prices were the aggregate costs of basic materials (e.g. paper, slides, cassettes), 
binding, packaging and postage. Overhead costs were not included. The majority 

of the items were priced at $3 or less. 





Reproduction of materials for sale is by photocopy machine. During the 
period April 1 to December 31, 1978 the Centre paid approximately $47,000 for 
the rental of five photocopy Peachinte four of which were used for this purpose. 
According to the Centre’s records, approximately 4,441,000 reproductions were 
made for sale and 31,000 for general office use during this period. 


We recommend that consideration be given to the following matters: 


1. The present pricing policy of the Centre on the sale of materials results in 
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recovery of only the direct costs. We were of the opinion that overhead | 
costs should also be recovered from the sale of materials. 


2. The provision in the Centre’s charter regarding the distribution of net 
assets on dissolution ignores the fact that the assets were acquired with 
funds provided by the Ministry. A fairer provision would be to transfer 
the assets to the Province. 


3. The Centre should be encouraged to compare the cost of reproduction of 
materials by photocopy machine with other methods. A more economical 
method may be found. 


4. The present arrangements with the Centre do not provide for audits of 
the Centre’s records by the Ministry Internal Audit Branch. We recom- 
mended that these arrangements be changed to permit such audits. 


The Deputy Minister wrote to us on August 16, 1979 and advised that: 


“We observe .. . that reference is made to the requirement, in 
the letter of the Minister of Education, that the Centre is to submit to 
the Ministry quarterly financial reports on revenue and expenditure and 
annual audited financial statements. It is to be noted that when the grant 
to the Centre was first expanded, a meeting took place with all the 
Directors at which the Centre was requested to submit these financial 
statements and they were, in fact, being received. The Minister’s letter 
of August 1, 1978 was in fact a confirmation and continuation of the 
request. 


“We are pleased to accept all of your recommendations . . . in principle. 
With regard to recommendations (1), (2) and (3), I will ask our Liaison 
Committee to meet with the Centre’s officers and to study how these 
recommendations are to be implemented. 


“We will further institute negotiations to arrange for the audit of the 
Centre’s operations by the Ministry Internal Audit Branch.” 


53. Review of Grant Payments for Transportation to Lanark County Board of 
Education, Ministry of Education. On February 28, 1979 the Minister of Educa- 
tion advised us that: 


“In the course of a review by personnel of our Eastern Ontario Regional 
Office of the Board’s transportation routes, contracts and submissions for 
grant approval, it has become evident that certain bus routes were signifi- 
cantly shorter than had originally been recognized by the Board as a basis 
for its payments to the contractor and its claim to the Ministry for grant.” 


Since there was a great degree of ambiguity as to the actual sums involved, 
the Minister requested that a further audit be conducted by our Office, in accord- 
ance with section 17 of The Audit Act, 1977. 


Our review of the circumstances affecting grant payments for transportation 
to the Lanark County Board of Education included an examination of the Board’s 
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records and interviews with Board officials and other persons involved in this con- 
troversial matter. 


Our review indicated that, because of certain discrepancies and inefficiencies, 
which the Board rectified in the latter part of 1978, its transportation costs for 
several years had been greater than would otherwise have been the case. As a 
result, the transportation components of grants from the Ministry to the Board 
were also greater than they would have been had the discrepancies and inefficien- 
cies not existed. However, the circumstances and complexities of the issue were 
such that, with one exception, we did not feel it was practical to attempt the deter- 
mination of excess amounts with any degree of exactness. 


Accordingly, our memorandum, which was sent to the Minister on May 14, 
1979, covered the following matters: 


a) the circumstances and practices which were causal to these overpayments, 


b) the group of routes involved in the controversy, together with the correc- 
tive actions implemented by the Board, and 


c) the presentation of certain recommendations regarding the procedures 
affecting transportation grants. 


With regard to one particular transportation route which had been contracted 
to a firm for a number of years, and involved the transportation of secondary school 
students, we were able to determine with some degree of certainty that part of this 
route was not driven by the transportation firm. We therefore recommended that 
Ministry grants to the Lanark County Board of Education be recalculated to take 
into account the deemed overpayments totalling $10,340 for mileage on this route 
which was not driven from September 1974 to June 1978 inclusive. 


As a result of our review, the following additional recommendations were 
made with respect to overall Ministry procedures dealing with grants for transpor- 
tation costs: 


(1) Development and publication by the Ministry of guidelines for all school 
boards in relation to the following items: 


(a) The Boards themselves, in consultation with the operators and other 
interested parties, should establish the routes to be followed. Route 
descriptions and route maps should be prepared by the Boards each 
year and presented to the operators. The route maps should indi- 
cate the locations at which pupils are to be picked up and dropped 
off. The locations on the route maps should be keyed to a list of the 
pupils as supplied by school principals. 


(b) Routes should be planned so as to provide an efficient transporta- 
tion system with due regard for economy. Wherever practical, ele- 
mentary and secondary school routes should be integrated to avoid 
duplication. Pupils should not be bussed for greater distances than 
deemed necessary in the circumstances. The planning should be a 
continual process. 


(c) Boards should ensure that the numbers of elementary and second- 
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ary school students, as well as those attending schools of other 
jurisdictions, are reported accurately according to bus routes so that 
transportation grants may be calculated correctly. 


(d) Boards should monitor the operation of their bus routes on a test 
basis by following in a vehicle or by riding the buses, to ensure 
that the routes are being operated as planned and as described in 
the contracts. The surveillance activity should be documented and 
retained on file. 


(2) In its examination of Board records, Ministry of Education Regional 
staff should look for: 
i) evidence of Board initiative in establishing routes, 
ii) evidence of the planning and review process, and 
iii) evidence of monitoring activity. 


On August 8, 1979, the Minister of Education wrote to us as follows: 


“The report has been studied within the Ministry of Education and deci- 
sions about the recommendations have been made. The specific action 
is noted in my statement to the Legislature, to the Standing Public Ac- 
counts Committee and to the public press. A copy is attached for your 
information. 


“The specific procedural recommendations of your report will be part 
of the review process of our transportation guidelines to school boards. 
I believe that this is in consonance with the spirit of your report and the 
recommendations contained in it.” 


The Minister’s statement, forming part of the preceding reply, was as follows: 


“I am pleased to announce that I have tabled to-day a course of action 
to be taken by the Ministry based on the Provincial Auditor’s report on 
Grant Payments for Transportation to the Lanark County Board of 
Education. That report was tabled on May 24, 1979. 


“The recommendations in the report have been studied by the Ministry 
and I have taken the following action: 


(1) The Ministry will take steps to recover the sum of $10,340 in over- 
payment to the Lanark Board of Education re bus route No. 23-130 
identified in the Provincial Auditor’s report. 


(2) A review of the Ministry guidelines to school boards on school bus 
transportation is being undertaken by the Internal Audit Branch and 
the Grants Policy Branch with respect to ensuring clear and com- 
plete record keeping, clarifying interpretations and maintaining a 


clear audit path where private carriers are under contract with school 
boards. 


(3) The succeeding Transportation Audit Reviews of the Ministry will 
be monitored to ensure implementation of revised and clarified ad- 
ministrative practices resulting from the review noted in (2) above.” 
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54. Detailed Review of Waste Recovery Program, Ministry of the Environment. 
The Ministry’s comprehensive waste recovery program, originally announced in 
October 1974, has the following goals: 


ds 
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To reduce the quantity of waste produced. 
To recover to the greatest degree practicable the resource values in waste. 
To reduce to a minimum the use of land for waste disposal. 


To achieve these goals at least cost to the public. 


The various approaches available which had to be pursued in parallel to attain 
these goals were: 


a 


A reduction in the quantity of material produced which is likely to result 
in waste. Examples of possible means include the elimination of unneces- 
sary packaging and greater use of refillable containers. 


Separation of some elements of waste at the source; at the industrial, com- 
mercial, institutional and household level. 


Planned, coordinated waste management systems, from collection to final 
reuse or disposal. 


Waste separation and material processing plants. 


Encouragement for the reuse of recovered material, and the development 
of new uses for this material. 


The implementation plan for the comprehensive waste recovery program 
covered three, five-year stages. The first stage of the plan, covering the years 1975 
to 1980, was as follows: 


— Replacement of landfill disposal sites by transfer stations. At these stations 


waste would be compacted and transferred into long-haul vehicles for 
transport to comparatively few central disposal facilities. 


Construction of an experimental plant for resource recovery. A complete 
resource recovery plant can be considered in two sections, generally called 
‘front-end’ and ‘back-end’ processes. 


The technology for ‘front-end’ processing is relatively well de- 
veloped. This includes shredding the waste to a uniform size, magnetic 
separation of tin cans and other ferrous metals, and air classification pro- 
cesses to separate the remaining waste into two fractions — a light fraction 
composed principally of paper fibre and plastic film, and a heavy fraction 
composed principally of non-ferrous metals, glass, organic material, plas- 
tics and other materials. The ‘back-end’ processes include a very large 
number of possible different options, directed at the separation of all these 
materials in different forms, depending upon the market to which they will 
be directed. The technology for these ‘back-end’ processes is relatively 
undeveloped and unproven. 


The experimental plant for resource recovery would be used to find 
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and prove the technology for complete resource recovery. It would also | 
provide a regular supply of separated material, of controlled quality, for _ 


product utilization and market development efforts. 


Construction of six ‘front-end’ plants as soon as possible at an estimated 
cost of $17.0 million. 


Support certain large-scale technology demonstration projects such as 
‘Watts from Waste’. The purpose of the ‘Watts from Waste’ project is to 
demonstrate the use of refuse derived fuel as a partial replacement for coal 
at Ontario Hydro’s Lakeview Generating Station. 


Expenditure incurred from the inception of this activity in the fiscal year 
1974-75 to March 31, 1979 totalled $29.8 million. 


Current Status — Stage 1 of Implementation Plan 


As 


previously indicated, several approaches had to be pursued in parallel if 


goals were to be attained. To March 31, 1979, however, the primary emphasis 
based on dollars expended, has been on processing plants for resource recovery, 
even though it was recognized that a comprehensive approach to solid waste man- 
agement should integrate other approaches, such as reduction in the quantity of 
material which contributes to waste and the separation of some items of waste at 
the source of the waste production. 


With respect to specific Stage 1 objectives: 


Generally, disposal sites have not yet been replaced by transfer stations. 
Commencing with the 1976-77 year, as is covered elsewhere in this sec- 
tion, funds are now being spent on the design and construction of new 
waste disposal sites, which is at variance with Stage 1 of the implementa- 
tion plan. 


The Experimental Plant for Resource Recovery, which was regarded as 
the single most important element for the successful development of the 
program, commenced full resource recovery operations in April 1978, 
more than one year later than anticipated. As also stated elsewhere in this 


section, the plant was operating at less than capacity at the time of our 
audit. 


The ‘front-end’ plants announced for construction have not been built. 


Although Ministry expenditure on the ‘Watts from Waste’ project totalled 
piee million to March 31, 1979, this project was in abeyance at that date, 
pending the outcome of a study of alternatives. 


A joint demonstration project with a cement company to investigate the 
use of refuse derived fuel (RDF) as a fuel supplement for cement produc- 
tion was scheduled to start in the fall of 1977, when RDF was expected 
to be available in quantity from the experimental plant, and completed by 
the end of 1978. At the completion of our field work in March 1979, we 


noted that the project was expected to commence in April 1979, with 
completion by the end of the year. 
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As a result of the preceding comments, we recommended that the Ministry 
re-examine whether the program goals and implementation plan were realistic, and 
from a cost/benefit viewpoint, the desirability of curtailing or carrying on with 
certain aspects of the program. 


A more detailed outline of our findings and proposals relative to expenditure 
charged to the Waste Utilization activity is contained in the ensuing paragraphs. 


Experimental Plant for Resource Recovery 
The main purposes for constructing the experimental plant were: 


— To develop and evaluate processes and equipment for resource recovery; 


— To develop criteria for design and for estimating capital and operating 
costs; 


— To provide a regular supply of recovered resources for product utilization 
and market development. 


On the basis of a technical feasibility study, completed in 1974 by a consult- 
ing engineering firm, the decision was made to proceed with the construction of a 
unique experimental plant for resource recovery. An agreement dated December 
6, 1974 was signed with the same engineering firm to provide the design and con- 
struction supervision. The total cost of construction as estimated in 1973 was $6.8 
million, including a contingency allowance of $.5 million. No project completion 
date was indicated in the agreement, but the Ministry expected the plant to be fully 
operational by late 1976. On February 10, 1975, a status report on the experi- 
mental plant was submitted to Management Board of Cabinet. At that time, a 
proposed agreement with Metropolitan Toronto contained terms whereby Metro- 
politan Toronto would lease the land to the Ministry on a thirty year basis at $1 
per year, and would also pay for % of the capital and operating costs of the plant. 


In 1976, since the project was designed to be of benefit Province-wide, the 
Province assumed entire responsibility for capital and operating costs of the plant 
and entered into a formal agreement with Metropolitan Toronto. The Municipality 
was required to pay to the Province a fee per ton of waste delivered and to lease 


the land under the previous understanding. 


design period and construction delays. As at October 31, 1978 the capital costs of 


CONSTRUCTION 


The Experimental Plant for Resource Recovery consists of three facilities — 
transfer station, paper and cardboard recovery, and other resource recovery, for 
example, ferrous metals. Operational dates were March 1977, August 1977 and 
April 1978 respectively. The plant in effect commenced full operations more than 
one year later than anticipated. The delay was attributed by the Ministry to the 


the plant totalled $14.6 million, more than double the original estimate of $6.8 
million. Additionally, at the time of our examination, the Ministry was involved 
in settling substantial contractors’ claims related thereto. The increase in cost was 
attributed by the Ministry to substantially low original estimates, realized after 


engineering design work had been carried out and competitive bids for equipment 
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were received. The problem was compounded by the escalation in construction and — 
equipment costs since 1973. 


An Agreement Control Form (ACF) is used by the Ministry to approve ex- — 
penditures which exceed the amount established in an agreement. In order to 
maintain cost control, the ACF is approved on the basis of adequate justification 
prior to the expenditure being incurred. We noted that costs totalling $684,986 
were incurred in connection with 3 contractors before approval was given through 


an ACF. 


Formal tendering procedures were not followed for the purchase of additional 
equipment and modifications from 3 suppliers, totalling $182,791. Of this amount, 
$118,300 pertained to one supplier whose original tender was $64,897. 


OPERATIONS 


The plant is operated under the supervision of a Management Committee 
consisting of two representatives from the Ministry’s Waste Management Branch 
and one from Metropolitan Toronto. Plant operation and direct management is the 
responsibility of a private waste management company under the terms of a five- 
year contract dated November 26, 1976. The Ministry is required to reimburse the 
operator, on a monthly basis, for all costs incurred and paid in the operation and 
maintenance of the plant, including a management fee. Reimbursable costs are not 
to exceed $2 million in any one fiscal year without prior Ministry approval. 


The transfer station facility, which commenced operation in March 1977, has 
the capacity to compress 600 tons of garbage per shift (i.e. 7:00 a.m. to 4:30 p.m.) 
for hauling in large trucks to landfill sites. This facility is not resource recovery 
but is necessary, in part, as a bypass operation to process any unsuitable garbage, 


or garbage exceeding the resource recovery processing capacity of 300 tons per 
shift. 


The resource recovery facility commenced operations in April 1978 and, at 
the time of our audit, was attaining 14 of its capacity. About 30 per cent of the 
waste used in the resource recovery process is sent to landfill sites. 


Plant operating expenditures from April 1, 1977 to January 31, 1979 totalled 
$3.2 million. Revenues consisted of dumping fees, $1.9 million, billed to Metro- 
politan Toronto, and resource recovery sales billings of $76,548, comprised of 


coun cardboard $43,954, ferrous metals $10,362, white ledger and newsprint 
22037, ij 


‘Front-End’ Plants 


Six ‘front-end’ plants were planned for construction in Sudbury, London, 
Halton, Peel, Metropolitan Toronto and Kingston. The Province would provide 
100 per cent of the capital cost exclusive of land and recover 50 per cent over 
40 years. Revenues recovered from the sale of materials would be used to offset 
operating costs incurred by the municipalities. 


Feasibility studies regarding such plants commenced in January 1975 with the 
last report being submitted in November 1977. During the period June 1975 to 
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June 1976 there were eight such studies in progress. On May 3, 1976 an application 

was made to Management Board of Cabinet to delay the construction of ‘front-end’ 

plants. It is interesting to note that an agreement for one of the above studies was 

entered into on June 17, 1976, after the application was made to delay the con- 
struction of ‘front-end’ plants. 


Payments made to external consultants for the studies totalled $682,000, an 
increase of $125,000 over original estimates. Reasons for the increase were gen- 
erally poor estimates, cost overruns, and changes to the terms of reference. Essen- 
tially, the consultants recommended the construction of ‘front-end’ plants. In a 
number of cases, when markets were developed, the production of a refuse derived 
fuel was also recommended. Estimated capital costs per plant ranged from $4 to 
$13 million. To March 31, 1979, no ‘front-end’ plants had been built. Without the 
benefit of operating experience from the Experimental Plant for Resource Recov- 
ery, we were advised that the municipalities were reluctant to adopt the concept of 
‘front-end’ plants. In addition, due to escalating operating costs, the estimated unit 
cost of operating a ‘front-end’ plant with the majority of waste going to landfill 
proved to be much higher than conventional disposal techniques. 


Demonstration Projects 
“WATTS FROM WASTE’ 


The purpose of the ‘Watts from Waste’ project is to demonstrate the use of 


refuse derived fuel as a partial replacement for coal at Ontario Hydro’s Lakeview 
Generating Station. 


As a result of a $24,500 ‘Watts from Waste’ conceptual study in 1973, which 
did not include estimates of cost increases resulting from inflation and delays in 
construction, the Province entered into an agreement with Metropolitan Toronto 
and Ontario Hydro in March 1975. The terms of the agreement required that: 


1. Metropolitan Toronto construct a refuse processing plant at a cost esti- 
mated in 1973 to be $11.5 million. 


2. The Province pay 15/115 of Metropolitan Toronto’s construction costs 
(i.e. $1.5 million). 


3. The Province pay the cost of alterations to the Lakeview Generating Sta- 
tion estimated in 1973 to be $3.5 million. 


4. July 1, 1978 be the target date for the commencement of the demonstra- 
tion period. 


Subsequent amendments in November 1977 to these terms delayed the com- 
-mencement date for the demonstration period to July 1, 1980 and revised the esti- 
mated costs to $23.2 million for the refuse processing plant and $10.7 million for 
alterations to the generating station. 


As a result of equipment tenders received in September 1978, the estimated 
cost of the refuse plant was further increased to $34.3 million. Additionally, the 
estimated costs of alterations to the generating station were revised to $11.8 million. 


i 
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Hence, total estimated project costs had increased by 207 per cent from $15 | 


million in 1973 to $46.1 million by September 1978. Over the same period, the 
Provincial commitment had increased from $5 million to $16.3 million. 


b 


These escalating capital costs have therefore placed the “Watts from Waste 
project in abeyance pending the outcome of a shared cost study of alternatives. At 
March 31, 1979 payments made by the Province to Ontario Hydro and Metro- 
politan Toronto totalled $1.2 million. 


CEMENT COMPANY 


On May 3, 1976 an application was made to Management Board of Cabinet 
for approval of a joint demonstration project with a cement company to investi- 
gate the use of refuse derived fuel (RDF) as a fuel supplement for cement produc- 
tion. It was felt that a viable long-term market for RDF was essential if refuse 
processing for resource recovery was to be economically justified. RDF for the 
demonstration was to be supplied by the Experimental Plant for Resource Re- 
covery. 


A pre-engineering study was carried out under agreement with the cement 
company in June 1976. The company retained the same engineering consulting 
firm which was engaged in the construction of the Experimental Plant to carry out 
the study. The report on the study estimated that the overall project cost would be 
$245,000, including $22,000 in contingencies. On the basis of the report, an agree- 
ment was entered into with the cement company on November 18, 1976, whereby 
the Ministry would pay up to $200,000 for capital costs. Provision was also made 
to finance up to an additional $50,000 in capital costs out of the moneys that the 
Company would pay for the RDF utilized in the study. The project was scheduled 
to start in the fall of 1977, when RDF was expected to be available in quantity 
from the Experimental Plant, and completed by the end of 1978. 


In February 1977, the consulting engineer indicated that revised project costs 
were now $282,000, based on firm prices for all equipment and construction. Auth- 
orization was given to proceed with direct capital expenditures up to $250,000 and, 
as before, additional capital expenditures up to $50,000 to be recovered from the 
fuel account. At the end of October 1977, the entire amount of $250,000 had been 
expended. A further approval for $42,000 was given in October 1978 to carry out 
considerable modifications to the project. At the end of 1978 the project was not 
yet operational. At the completion of our audit, the project was expected to com- 
mence in April 1979 with completion by the end of the year. 


PEEL RESOURCE RECOVERY PLANT 


In June 1978, the Province entered into an agreement with the Municipality 
of Peel and a private sector company to carry out a technical and economic evalu- 
ation of a complete resource recovery plant in Peel. The study is to be conducted 
by the company at a maximum cost of $500,000. The Province will pay, through 
the Municipality of Peel, up to $300,000 with the balance being assumed by the 
company. The Province has also made a commitment of a grant of $10 million to 
the financing of the project if all parties agree that the project is viable. If the 
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project is deemed viable, but either the Province or Peel decides not to proceed, 
the company’s cost to a maximum of $200,000 would be refunded by the respon- 


_ sible party. The completion date of the agreement was March 22, 1979. 


As required in the agreement, a payment of $150,000 was made in July 1978 


by the Province to Peel. However, at December 31, 1978, Peel had only paid a 
| total of $44,396 to the company. 


| Other Matters 


| 


WASTE MANAGEMENT ADVISORY BOARD 


The Waste Management Advisory Board was established by Order in Council 
dated January 29, 1975 in accordance with section 3(i) of The Environmental 


Protection Act. The Board consists of eleven members, including the Chairman, 


and receives administrative support from five full-time employees. Expenditure of 


ia Board for the period April 1, 1977 to January 31, 1979 totalled $565,784. 


The purpose of the Board, as described in the Order in Council, is “to advise 


_the Minister of the Environment with respect to matters referred to it by the Minis- 
ter relating to the management of waste in Onario including the reduction of the 
quantity of waste produced and the development of resource recovery”. The Board’s 
Statement of Purpose, however, provided to the Minister on September 8, 1975, 


described its role as ‘“‘to advise the Ontario Minister of the Environment on matters 
related to the management of waste in the Province”. The Board has therefore 


established its purpose as not merely responding to referrals from the Minister, as 
specified in the Order in Council, but has also undertaken studies on its own ini- 
tiative. 


Most of the Board’s studies are carried out by outside consultants and, for 


the period from April 1, 1977 to January 31, 1979, relevant payments totalled 


approximately $180,000. A significant part of this expenditure pertained to studies 


initiated by the Board. 


Both the Board and the recently established Waste Management Branch of 


the Ministry are involved in planning and policy development for solid waste 
Management. Consequently, potential for some duplication of effort exists. Lines 
of demarcation between the responsibilities of the Board and the Branch are not 
| clear and matters of mutual concern are currently resolved through discussions. 


| 
} 


In order to increase managerial control and improve efficiency, we recom- 
“mended that: 


1. the terms of reference of the Waste Management Advisory Board and the 
Waste Management Branch be reviewed so that their respective responsi- 
bilities may be clarified; and 


2. an amendment to the Board’s Order in Council be processed. 


DERELICT MOTOR VEHICLES 


The Derelict Motor Vehicles program was established in April 1975 under 
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the authority of The Environmental Protection Act. The duration of the program | 


was planned for approximately five years and its goals were: 


1. to clean up the Province of derelict motor vehicles; 


2. toset up a series of collection sites for hulks; 


3. to promote resource recovery by transportation of hulks to processing | 


plants; and 
4. to establish a self-sustaining program with municipalities for hulk clean up. 


The major thrust of this program was in Northern Ontario, where the second- 
ary metals industry is not well established. 


Contracts are established between the Ministry and municipalities whereby 
the Ministry pays for locating, collecting, and delivering hulks to certified salvage 
sites. Payments, up to a maximum of $5,000, are also made for the development or 
improvement of approved derelict motor vehicle sites. From inception in 1975 to 
March 31, 1978 approximately 23,000 hulks had been collected for a total Minis- 
try cost of $878,000. 


Section 9 of the contract between the Ministry and municipalities requires 
that the municipality establish a reserve fund for the proceeds from the sale of 
derelict motor vehicles. The funds are to be used only for further derelict motor 
vehicle clean-up efforts. Section 12(3) of the contract requires the municipality to 
provide the Crown with comments regarding the success of the program. 


In neither of the above cases were procedures instituted by the Ministry to 
ensure compliance with the contract requirements. It therefore remained a matter 
of conjecture as to the extent to which program goals, especially (4), had been 
attained. 


The 1977-78 Estimates provided $1,000,000 for Derelict Motor Vehicles ex- 
penditure. In April 1977, approval was received from Management Board of 
Cabinet to broaden the Derelict Motor Vehicles program in order to create higher 
job potential. Accordingly, an amount of $480,000 was reallocated to waste man- 
agement improvement projects, such as the upgrading or closing of existing waste 
disposal sites, design and construction of new waste disposal sites and debris clean- 
up projects. The 1978-79 Estimates provided for expenditure of $500,000 on 
“Derelict Motor Vehicles and Waste Disposal Sites”. 


Derelict Motor Vehicles expenditure was reported in the 1977-78 Public 
Accounts as $849,230. Of this amount, $461,230 was incurred on waste manage- 
ment improvement projects. As these projects are unrelated to the previously 
Stated goals of the Derelict Motor Vehicles program, we recommended that their 
expenditure be disclosed separately. Furthermore, we felt that these expenditures 
directly contradicted one of the original goals of the Ministry’s comprehensive waste 


recovery program, namely, to reduce to a minimum the use of land for waste dis- 
posal. 


On September 21, 1979, the Deputy Minister wrote us to advise: 


We have had an opportunity to review the program audit on the Re- 
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source Recovery Program and Waste Utilization activity and the Minis- 
try’s response to the recommendations is attached. You will notice that 
there are very few rejections and for that matter many of the recom- 
mendations are already being implemented. 


“In this positive vein, where questions have arisen on certain recom- 
mendations, a review of the recommendations will be carried out and 
appropriate action will be taken.” 


The Ministry’s attached response, referred to in the preceding letter, was as 
follows: 


Resource Recovery Program 
1. “Assess Resource Recovery Program goals and the initial implemen- 
tation plan for relevance and cost benefit. 

— Considerable revisions have been made to the Program which are 
reflected in a change in emphasis from strictly front-end plants to 
full-scale processing plants for energy and material recovery. 

— The Waste Management Branch has been reorganized. 

— An Energy from Waste program in co-operation with Energy is a 
reflection of the more comprehensive approach. 

— The need to provide waste management systems and planning has 
not reached the next stage of implementation with resource recov- 
ery plants, transfer stations and landfill being developed. 

— Over-all the Ministry recognizes the need for larger scale pro- 
cessing plants and extensive waste management infra-structure 
with greater cost implications for municipalities and the Province, 
requiring a more prudent approach.” 


2. “Maintenance of cost control for the construction of the Experimental 
Plant and non-standard tendering procedures for equipment pur- 
chases. 

— The uniqueness of the facility led to the Ministry decision to adopt 
project management approach. 

— Experimental nature of the waste recovery process required that 
equipment be purchased in a non-standard manner because of 
specialized need. 

— In the future, the experience derived and the comments from the 
Provincial Auditor will be exercised.” 


Waste Management Advisory Board 
1. “Review Terms of Reference of the Board and the Waste Manage- 
ment Branch and Revise the Board’s Order in Council if required. 
— The Board and the Branch are currently reviewing their respec- 
tive goals, objectives and roles to clarify and integrate their acti- 
vities. 
— Once this review is complete the need to change the Board’s Order 
in Council will be determined.” 
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Derelict Motor Vehicle Program 
1. “Establish procedures to ensure compliance with contractual require- 
ments and separate the reporting on the Waste Disposal Site Improve- 


ment Program. 

— Replacement of the Derelict Motor Vehicle program by a muni- 
cipal by-law approach will terminate Ministry involvement in re- 
sponse to Deregulation and to increase municipal autonomy. 

— The Ministry will now administer a program aimed to waste dis- 
posal site improvements consequently, disclosures will be entirely 
directed to this end.” 


55. Improved Reporting and Evaluation Procedures Recommended for Experience 
Program, Ministry of the Environment. Experience ’78, insofar as it related to 
the Ministry’s participation therein, was primarily a program of grants to universi- 
ties and colleges offering meaningful employment opportunities for environmentally- 
oriented students. The program provided 410 jobs in the 1978-79 fiscal year, re- 
sulting in the expenditure of approximately $448,000. 


Ministry liaison officers were appointed for all projects. Their duties included 
the monitoring of progress on projects for the purpose of approving funds and 
issuing written reports. These reports were not used as a control feature. We noted 
that the second installment of funds for the program was paid prior to the receipt 
of reports from liaison officers. We recommended that for subsequent programs, 
the second installment be paid only upon approval of liaison officers. 


Ministry guidelines required each institution to submit a final report on the 
results of the research study and a financial report accounting for all funds ad- 
vanced. These reports were therefore an integral part of each project. However, 
procedures were not in force for ensuring that all reports were received. At the time 
of our audit, we noted that final reports were being received for both Experience ’77 
and Experience ’78 programs. 


We therefore recommended that follow-up procedures be implemented to 
ensure final reports are filed within a reasonable time. 


Program results were assessed on the basis of the number of students who 
were provided summer employment. We felt that, in future, the program could be 


better assessed on the basis of project performance and results. We therefore 
recommended that this matter be considered. 


The preceding comments were included in our memorandum of August 10, 
1979 to the Ministry. Since no reply had been received to September 28, 1979) 


the date of this Report, we are ‘unable to present the Ministry’s views on the 
subject matter. 


56. Inadequate Rate Reviews for Water and Sewage Charges to Municipalities, 
Ministry of the Environment. The Ministry currently operates, or has under con- 
struction, sewage and water treatment plants for municipalities under 274 Provin- 
cial agreements. In order to recover the capital and operating costs, the Ministry 
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_ charges the municipalities service rates based upon gallonage of flow. A majority 
of these rates are initially reviewed after a two year and three year period, and 
_ every five years thereafter. They are established at a level calculated on a twenty 
_ year break-even point and are intended to recover estimated operating costs, debt 
amortization and the accumulated deficit to date. The rate calculations take into 
_ account forecasts of population growth and projected deficits in the earlier years of 
_ operation and increased revenues in later years. 





| The actual accumulated deficits as at March 31, 1979 were estimated by the 
Ministry to approximate $24 million. A comparison of prior years’ actual deficits 
_with planned deficits for some municipalities indicated that planned deficits had 
| _ been greatly exceeded. This suggests that, in view of substantial inflationary in- 
| creases in operating costs, the current policy of adjusting rates at five-year intervals 
May not be adequate. We therefore recommended that consideration be given to 
"more frequent rate reviews, preferably annually, or that an adequate allowance for 
inflation be made when setting rates initially. 


The foregoing comments were included in a memorandum to the Ministry 

dated August 10, 1979. We have no record of a reply as at September 28, 1979, 

_the date of this Report. We are, therefore, unable to present the Ministry’s views on 
this matter. 


57. Observations Re Expenditure of the Royal Commission on the Northern 
Environment, Ministry of the Environment. During the year, we completed an 
audit of the expenditure of this Royal Commission. This audit was undertaken 
at the request of the Deputy Minister acting on behalf of the Commissioner. The 
following comments were included in a memorandum sent to the Ministry on 
‘February 19, 1979. Relevant portions of the Ministry’s reply, which was dated 
April 18, 1979, are included after the comments or recommendations to eae 
they pertain. 


Both our memorandum and the Ministry’s reply were reviewed at a meeting 
of the Standing Public Accounts Committee on April 26, 1979. 


The Royal Commission on the Northern Environment was established on 

July 13, 1977 by an Order in Council that named a Commissioner pursuant to 

the provisions of The Public Inquiries Act, 1971. The Commission was in- 

structed: 

| — to inquire into the environmental effects of major enterprises north or 

| generally north of the 50th parallel; 

| — to inquire into methods that should be used in the future to assess, 
evaluate and make decisions concerning the effects on the environment 
of such major enterprises; 

— to investigate the feasibility and desirability of alternative undertakings 
north or generally north of the 50th parallel, for the benefit of the 
environment; and 

— to report and make recommendations from time to time and as ex- 
peditiously as possible. 
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The Order in Council defined “environment” to include the natural environment | 
and the social, economic and cultural conditions influencing the lives of the. 
people and their communities. : 

On August 2, 1978 a second Order in Council appointed a successor Com- 
missioner to continue the inquiries, investigations and other duties as previously 
set out. | 

The recorded expenditure of the Commission from inception until October 











31, 1978, amounted to $1,955,767 and may be summarized as follows: | 
$ $ | 
REMUNERATION: COMMISSIONER | 
Per 6 Dietiic. FOS 2 ee bees cole deadetenies > oa eee eee tea 10,400 
REMUNERATION: STAFF AND OTHERS 
Solsries. SHG “RENEIES. \.ws. edhe d vciienetencuaa eee eee acer a eee 593,183 | 
CORSUIEANT SET VICES as iol inet vo auracns breitxeeahGubaeeuat ee euRcanee rn Capttat 202,038 | 
Legal’ ‘Services: 2c fi ccceiiisecensa eives hapa toe Ov naz ee eR Oth Serr MUREON CH 167,714 
Temiporary Help: isi.icsiadonadedncer iva canard raene tein tea 51,714 1,014,649 © 
TRANSPORTATION AND COMMUNICATION 
Travel” Accommodation and! POOR) vanm.nspemaeerom arr ciernne 82,071 
Mailing and: POstape:.i:::.coanntek & tics crss icine ageeht aa Lens 17,458 
PelepiGne sSenv iC’: coir ciscscvas tar scarstet ah hme cetenaee ecm aac ear acre te! 11,990 
Other “ACeCOUnts © .oencc tancicr tec eine ean econ a Rtn ne Peaeateee 4,552 116,071 
PUBLIC INFORMATION AND PARTICIPATION 
Pics Ferrin a histo reaver ea ee See mr ence 371,620 
CoOmMUNICHUIONS  PRGIEOT: an sos ace aes ee eee ee 170,854 
Ag bi ith et ee memae Mt a tmN nce Ciyh Semen Ae en ECT gOS Ser cnt 93,399 
A GVETLISIN Gein Rees ccdcck xt ae WS rece cs STyAZS 
Recording anus Lranstatian. 3. eces ee te er 34,088 707,386) 
OFFICE AND ADMINISTRATION 
Furniture: anc: Baumert oc. toss chen et eanebdnane aiorincnss ne a Pay et! 
BOOKS] OLALIOHELY. ANG SU DIES (sree tee ee rtee rat eerie a eharcre tenet PAV cps Wy 9 
Rental of SEanipMent . 0 ee eared nee one ee ec cee 19,148 
ease and Leasehold Improvements. ..cauws.. 4 destacer ac eeoretee 8,821 
Other ACCOUNTS: naan tr tataetneo coe tia cos ieee te re 3,990 107,261 
1,955,76m 


Observations made with respect to certain of the summarized expense cate- 
gories were as follows: 


Per Diem Fees ($10,400) 


Remuneration of the first Commissioner, a Justice of the Supreme Court of Ontario, 
was not charged to the Commission. 


The Order in Council which appointed the succeeding Commissioner provided that 
he receive remuneration and reimbursement at rates to be approved by Manage- 
ment Board of Cabinet. Accordingly, Management Board approved a “‘salary rate” 
of $200 per day effective August 2, 1978. 


Consultant Services ($202,038) 


Consultant services were provided by thirty-three individuals and firms for a vari- 
ety of assignments in policy, research and editorial fields. The methods or pro- 
cedures by which consultants had been selected were not formally documented and 
there was no evidence in the files indicating that competitive procedures had been 
employed when such would have been appropriate. 


i 
| 
} 
\ 


| 


} 
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In twelve instances involving fees totalling $47,010, written agreements with the 


consultants were not on file. 
Ministry reply: 


“A procedure has been established for the selection of consultant services on 
a competitive basis. A minimum of three proposals are requested from sup- 
pliers in the related discipline and are reviewed by a selection panel which 
comprises the Executive Director, Program, the senior staff of the related 
discipline (environmental or economic) and the Director of Finance and Ad- 
ministration, to ensure that the procedures and the actions initiated conform 
with the Management Board policies. All contractual agreements with con- 
sultants are formalized and contained in a letter of agreement which specifies 
the nature of the assignment, the scope of the work, the agreed contract price 


and method of payment, mutual responsibilities and other standard legal 
clauses.” 


_ Our comments regarding three assignments follow: 


.. 


| 
\ 


On May 1, 1978 an individual was engaged as editorial director for the Issues 
Report and related publications at the rate of $4,000. This amount represented 
the individual’s estimated maximum cost for the assignment based on a mini- 
mum of 22 working days calculated on 8 hour days. The project was extended 
to November 30, 1978 through a series of amendments to the initial agreement 
and a total of $20,000 had been paid for services performed to September 30. 
Additionally, the invoices submitted for payment did not list the days or hours 
worked and therefore compliance with the terms of the agreement had not been 
documented in this respect. | 


A consultant was engaged through a series of contracts and extensions from 
June 7 to November 30, 1978 in connection with recommendations and ar- 
rangements for a proposed Northern Task Force and the Commission’s office 
in Northwestern Ontario. Initially the Commission accepted the consultant’s 
estimated maximum cost of $7,525 for the assignment at a rate of $175 per 
diem. As a result of a job study conducted by the Ministry of the Environment, 
the rate was judged excessive and reduced to $95 per diem on July 7. 


Through October 31, the consultant had been paid $10,960 including $4,025 
at the higher rate, or $1,840 more than he would have received at the lower 
rate. We questioned the need for the appointment in the first place, especially 
in view of the comment made by a Commission official in a letter to the con- 
sultant on October 25, 1978, “Things are not moving as quickly as anticipated 
and we cannot, without a definite work assignment, justify a further extension”. 


| Ministry reply: 


} 


“The consultant in question was remunerated at the outset at a per diem rate 
in keeping with the level of professionalism required for part of that contract. 
Notwithstanding the coincidence of the job study by the Ministry of the En- 
vironment, an evaluation of the level of professionalism required for the next 
phase of the project dictated a somewhat lower per diem rate. 


“The comment .. . ‘Things are not moving as quickly . . .’ is somewhat out of 
context. If indeed an explanation is required, the comment was made in the 


68 AUDITOR’S REPORT FOR 1978-79 








context that (a) the Thunder Bay office was not yet opened, (b) the new Com- | 


missioner’s work program had not yet been identified, and (c) the intent of the — 
letter was to deny a perpetuation of employment on a consultant basis. As it — 
happened, the office was opened, the programs were delineated, and the | 
Commission was in the position to offer continued employment on a Group I © 


Unclassified basis at yet a further reduction in salary.” 


3. Payments totalling $17,725 were made to a firm for a research project based 
on a proposal submitted by a university group. The work apparently involved 
the services of a faculty member and graduate students as well as the use of 


i 
, 
i 


space at the university. There was no evidence of a formal agreement with | 


either the firm or the university. 


Ministry reply: 
“Comments related to the use of university space and facilities are noted and 
procedures established to ensure that in any future agreement formal negotia- 
tions for such space and facilities are carried out with the university in ques- 
tion.” 


Legal Services ($167,714) 
Expenditures for private sector legal counsel are summarized as follows: 











Fees Disbursements Total 
$ $ $ 
RESCANEN MO OTHISOL: crerticscne on eames earn ee 80,760 16,963 97,724 
WOmimissions COUNSEL cafcwtae ce eek eee eee 44,912 4,394 49,306 
Associate? Courisel G20 Jeb ae eee 18,460 1,805 20,265 
Other ieealy Costhe 5 a ek ies ee ae eee ney 250 170 420 
144,382 PS Fee 167,714 




















The Commission’s budget submission to Management Board in October 1977 in- 
dicated that counsel rates had been discussed with the Ministry of the Attorney 
General. However, the Manual of Administration (50.8) in reference to commis- 
sions required that billings from private sector legal counsel for amounts in excess 
of $1,000 be submitted to the Ministry of the Attorney General for review and 


approval before payment. The billings on file at the Commission offices did not bear 
such approvals. 


We were advised that the research counsel, although not resident in Toronto, was 
engaged by the Commission because of his expertise in administrative law. A signi- 
ficant portion of his disbursements was attributable to travel to and from his city 
of residence — Ottawa. He received an accommodation allowance of $100 per 
month and meal expenses while in Toronto until December 1977 when the Com- 


mission deemed it appropriate that expenses related to meals in Toronto should 
not be claimed. As analyzed, his disbursements were for: 


$ 
Ain travel, Ottawa-Toronto. sececccccs ee 7,028 
COSTER ICRLITAVEL » tef-p ines, ecu ine tesens.s fone cee ee em 1.888 
ORIMIATES 2M ea OP, ky ee ey on 2.727 
Accommodation and meals ............................. 4.065 
Other: expenses "5. jcoc.0h0 su: oe ae ee 1,255 
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| Ministry reply: 


“Legal services as stated were discussed with and approved by the Ministry of 

the Attorney General and the reference to the submissions of billings in excess 
of $1,000 to the Attorney General’s Office for authorization again is related 
to the questionable applicability of Manual of Administration policies to the 
operation of Commissions at that time.” 


| 
i 


| Public Funding ($371,620) 


_ During the period November 1977 to February 1978 the Commission held a series 

of preliminary public meetings at fourteen locations in Northern Ontario and in 

_ Toronto. Over 400 individuals and groups gave written and oral presentations to 

the Commissioner, of which 324 were published. Other public information and 
participation activities sponsored by the Commission are referred to in the para- 
| graphs following. 


_ The Commission was authorized to distribute funds at its discretion for the pur- 
pose of ensuring effective participation by the public. Up to October 31, 1978 the 
Commission had distributed $371,620 to 18 organizations, with most of the funds 
going to two native associations (76 per cent) and two municipal groups (17 per 
cent). 


One of the criteria for funding as set forth by the authorizing Order in Council was 
_that the recipients should be willing to make a commitment to account for the 
funds. As part of our audit, the accounting records of one native association were 
inspected. 


The association received a total of $167,292, the major portion of which was a 
payment of $157,535 in November 1977 to cover the tasks outlined in a budget 
proposal which had been accepted by the Commission. Correspondence on file in- 
dicated that, from the Commission’s point of view, this payment was for purposes 
‘directly related to the objectives of the preliminary public meetings. Additional 
amounts of $5,385 and $4,372 were approved later, bringing the total funding for 
‘the preliminary public meetings to $167,292. Although the association’s records 
did not include a budget comparison, the principal categories of expenditure may 
be summarized as follows: 


Funding Expenditure Per 
(Per Budget) Accounting Records 


eee Bese sbenehitsuyyieih 8) shel fullh saw a sctlaty Pecans cid 37,200 51,639 


























| Travel expense 

Seem MITMMATUISTT ALTON es, ees ccweea ac stecs de bn ines edness 9,950 23,224 
Ber TER At Ationtne SMe eee nae Eee Od owt, 38,690 15,242 
BeOS CIT) (1ON) wrt epee boot en, (Ot eee wld aes, 49,612 52,918 
98,252 96,384 

Consultant services 
MT SR Ns ORME eg A Fh acs Secs cus 11,500 13,297 
ICUS ES eee eet Pd ch fa eke On uct ees two 3,490 5,769 
14,990 19,066 
‘Other administrative accounts ...........c.cccccccccccsecseceecescesecseveveeees 16,850 14,705 








167,292 181,794 
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The following observations were made in the course of our inspection of the ac- 
counts: 


Ih 


The Auditor’s Report presented by a firm of chartered accountants for the year : 


ended March 31, 1978 referred to serious deficiencies in financial and manager- 


} 
i 
\ 





ial controls. Partially as a result thereof, the firm was unable to express an 
opinion as to whether the association’s financial statements presented fairly its — 


financial position and results of its operations. 


Budgetary control in the administration of the funding was lacking. Actual ex- 
penditures were not compared with the amounts in the budget submission 
which had been accepted by the Commission. 


Formal personnel and attendance records were not maintained for the em- 


ployees whose salaries and benefits were charged to the funded project. As a | 


result, we were unable to reach an opinion as to the fairness of the total - 


charges for salaries and benefits. 


The travel expense includes $21,180 in allowances paid at the rate of $50 per | 
diem to Chiefs, Elders and other delegates for attendance at community pre- | 


paration meetings and at the preliminary public hearings. The per diem pay- 


ments were intended to cover accommodation and meal costs enroute and at | 
the meetings. Any accommodation or meal costs billed directly to or incurred — 


by the association were to be allocated and deducted from the per diem pay- 


ments. In some cases, we noted that such costs were billed to or incurred by the | 


association. However, the documents on file frequently did not indicate clearly 
the number of days for which the allowance had been paid or what deductions, 
if any, had been made. Thus, in our opinion, the association did not properly 
account for the funds. Further, we felt that reimbursement for actual expenses 
only should have been made in lieu of per diem allowances, since it was not 
demonstrated that additional financial assistance was necessary to enable the 
delegates to represent their interests at the meetings. 


There was a lack of evidence on file that staff travel had been authorized in 
advance by the appropriate authority and in some cases that the travel was 
relevant to the funded project. 


The amounts listed for consultant services include $7,092 for fees and ex- 
penses paid to a Toronto barrister for legal services. Legal advisory services 
were also supplied by an association staff member who received $5,000 in salary 
payments under a part-time arrangement. The basis for the latter’s payments, 
i.e., days worked or rate of remuneration, was not documented. 


Payments totalling $3,966 were for a planning consultant who assisted in the 
preparation of the funding proposal and who was involved in planning for par- 
ticipation by the association over a three year period. In our opinion, the cost 
of professional services at the “proposal” stages of funding should not have 
been a charge to the funding. 


The second major native association received $107,928, of which $93,775 was to 
enable the association to effectively participate in the preliminary public meetings. 
The balance ($14,153) was channeled through the association to an anti-mercury 
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| group for legal services, scientific advice and other expenditures relevant to parti- 
| cipation at the meetings. Expenditure as reported by the association was $108,216 
_ ($14,441 more than the funding) and may be summarized as follows: 
k 


| $ 

| Advisory, legal and 

other consultant fees 53,045 
| Travel, accommodation 

and meeting expense 46,595 
| Administrative expense 8,576 
| 108,216 


'The Auditor’s Report for the year ended March 31, 1978, as presented by a firm 
of chartered accountants, stated in part that: 


“The system of internal control did not function properly during the year and 
we were unable to satisfy ourselves by other means as to the reliability and 
completeness of the accounting records.” 


In view of the preceding comment, the auditor was unable to express an opinion as 
to whether or not the financial statements presented fairly the financial position of 
_the association and the results of its operations for that year. 


‘From the records available we determined that the advisory, legal and other con- 
‘sultant services were provided mainly by eight individuals. In lieu of performing 
an inspection audit, we specifically requested copies of the documents relative to 
‘the nature of the services rendered by these individuals, and also for similar services 
‘Supplied in connection with the funding for the anti-mercury group. Although re- 
quested on November 28, 1978 the documents had not been received as of Sep- 
tember 28, 1979. 


The funding expectations of the native associations seem to have exceeded a level 
which might be deemed reasonable over the life of the Commission. For example, 
_'we noted that at the time of submission of the budget for preparatory work in con- 
nection with the objectives of the preliminary public meetings, the preceding asso- 
ciation included a budget for research and development leading to future submis- 
sions totalling $1,183,875. The then Commissioner informed the association that 

additional funding would not be discussed until after the preliminary hearings and 

Teport had been completed. No further action has been taken by the Commission 

in connection with this submission. 

| 


The public funding was intended primarily for purposes directly related to the 
objectives of the preliminary public meetings and was mainly in the form of a 
Single advance payment rather than instalments on the basis of periodic reports. 
The Commission did not apply detailed guidelines to this “preliminary” funding. 
However, we noted that the Commission now has prepared a pamphlet describing 
the funding program and setting out the general and specific criteria and guidelines 
for financial assistance during the period November 15, 1978 to March 31, 1979. 
The funding assistance provided to the two municipal groups totalled $62,324 and 
| 
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was mainly in the nature of reimbursement for professional services provided by 


private sector engineering and planning firms. 


Ministry reply: 





“ comments are made concerning the lack of detailed guidelines applicable | 
to the ‘preliminary’ funding. It is suggested that for the purposes directly 


related to the objectives of the inquiry, the Commission did in fact enunciate- 


to the recipients of the funds the need for the accounting of the expenditures 


| 


| 
! 


of those funds. Guidelines were specified and the Hartt Inquiry held reasonable 


expectations relative to accountability since these organizations already had in 


place their own administrative and accounting resources and, more import-_ 


antly, were already being funded by other government agencies at both Fed- 
eral and Provincial levels.” 


Communications Project ($170,854) 

The communications project involved payments to a native communications so- 
ciety for the provision of extensive radio and newspaper coverage of the Commis- 
sion’s activities. A breakdown of the costs for the five months ended March 31, 


1978 was listed in a schedule of the Auditor’s Report as presented by a firm of | 


chartered accountants and was summarized as follows: 





Budget 
as Approved Expenditure 
$ $ 

Personnel) aby cde aoe ae hawt bea ae, ne eee 68,475 53,043 
Ah ic\ | Pee eee oe eae RO tn Merrene ter tn eee | ie. eee ee 26,090 24,216 
ACCAINISTF ATION oo hess eee acs ee eee ee rece 5,700 6,994 
Capital Mequipment sy’... xe: stele, ean ee een ere ae 13,840 24,330 
INGWSPADETSSUDD lenient See. pecerc tee cite escent ss hs ee car eee 8,050 7,826 
CONTRACT SERVICES) eacen » Chemene etd ete See Sate ee pei ai ches 22,933 22,959 
Paci: DEOOUCHION CoNiLeS = arin en coe tees aera eee es 4,830 5,342 

149,918 144,710 














The report indicated that $5,208 of the 1977-78 allotment was unexpended. As at 
the date of our audit, this amount had not been accounted for. The society sub- 
mitted a 1978-79 budget totalling $551,700 and although the budget was not ap- 


proved by the Commission, interim payments totalling $20,936 were made for 
April and May 1978. 


The capital equipment expenditures of $24,330 included $18,831 for audio equip- 
ment, $4,713 for office furniture and $786 for sleeping bags and kits. As these 
items were purchased from funds provided specifically for Commission purposes, 
and since the project is now completed, we recommended that the Commission 
consider seeking the return of the equipment and furniture. 


We also noted that the budget, as approved by the Commission, included funds 
for significant increases in the society’s staff and facilities on an almost continuous 
basis during the five-month period November 1977 to March 1978. However, the 
preliminary public meetings in Northern Ontario were convened on only twenty-one 
days at fourteen locations from November 7, 1977 to February 2, 1978. Examples 
of increments in staff and facilities included: 
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Budget Actual 
$ $ 

Two newspaper reporters, November — March ..................................... 12,500 10,943 
Programmers for radio production centres 

— Sandy Lake, November — March 

— Trout Lake, December - March 

— Fort Hope, January - March 

Pssaines Bay Coast, January — MArCh foc .eceohcocsecscesecccessectadeces.. 10,917 8,848 
memonter, technician, NOyem ber —;Ma%rch: 2)... cs ecshe.osieseseccccecs ccc 7,500 6,280 
Manian, December — Marcin oe ce Mie cc ccc la Bebe cccolecrs 6,667 5,000 
Mey OLMer, teCemoer — NEATCH 96) noel fhe deleccslsseivnledeec ecco 5,000 3,795 
pecretary/ bookkeeper, November — March 2.000.000.0000. coeccceseccccccsecceecc. 4,166 7,883 
Office rental and utilities, November - March .....00ooo.oocooeccccececeeeeecceee 2,500 2,221 
melephone and supplies, November = March ......0..........ccccccceccsseseeseeeeee 25100 4,266 


We questioned whether such extensive coverage of the proceedings was necessary, 
especially since: 


i. 


The coverage by the communications society was primarily aimed at that seg- 
ment of the population represented by the native association which received 
significant public funding ($167,292). 


The Commission published four newsletters during the period November 1977 
to March 1978. 


In explanation of the need for the society’s coverage, we noted that the Commis- 
sion was desirous of ensuring maximum exposure of its work and keeping the 
_ people of the north fully informed of the proceedings at the meetings. It was also 
the Commission’s opinion that the society was the only organization capable of 
_ providing this service and that normal communications media would not have been 
adequate. We were advised that the society’s staff attended all meetings, recorded 
and translated the proceedings, and distributed the information to all communities. 


Ministry reply: 


) 
) 


| 


“It is self-evident that the need existed for a broad and extensive media cover- 
age of the Hartt Inquiry activities. Since the majority of the audience is located 
near or North of the 50th and therefore largely Native, it follows that com- 
munications should be in the Native languages of the areas covered. It also 
follows that it was eminently desirable to initiate the communications through 
a Native organization. The organization selected was already in place and 
functioning, and with some upgrading of its capabilities (audio equipment) it 
would provide a knowledgeable interpretive medium through which the Hartt 
Inquiry could interact with the Native People. 


“The statement ‘As these items were purchased from funds provided speci- 
fically for the Commission purposes’ is inaccurate. To quote from the report, 
‘The commission is also authorized to distribute funds at its discretion for the 
purpose of ensuring effective participation by the public’. It is submitted that 
at that point in time when the Commission elected to fund the particular 
organization and approved its forecasted expenditures, the Commission did 
indeed exercise its discretionary decision-making prerogatives to support a 
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program which it deemed to be the most effective means of ensuring public | 
participation. 


“In the same paragraph the report recommends ‘that the Commission con-_ 
sider seeking the return of the equipment and furniture’. It is suggested that © 
over the long range the provision of funds to this particular organization for 
the express purpose of upgrading its broadcasting capabilities was, and will be 
in the future, of paramount importance to the continued dissemination of 
information related to its activities and the necessary perpetuation of inter- 
action with the Native people. It is also suggested that to seek the return of 
the equipment at this or any other time would be unwise and would most 
likely have serious deleterious effect on the Commission’s ability to function 
and exercise its mandate.” 


Term of the Commission 
The report of the Standing Public Accounts Committee dated June 22, 1978 in 
referring to Royal Commissions recommended: 


“that a time frame for reporting be established at the outset and be adhered 
to or approval of the Lieutenant Governor in Council must be sought, and 
that if there is any extension required, that the same be reported to the Legis- 
lature and the reasons therefor’; 


and 


“that a specific date for the winding-up of the Commission business and a 
date when the Commission ceases to act as Commissioner be decided upon 
by the Lieutenant Governor in Council.” 


Accordingly, we recommended that, if possible, a time frame for the reporting and 
winding-up of the Commission business be established. 


General response from Ministry: 


“The Provincial Auditor's Report as presented deals in considerable detail 
with the activities of the Royal Commission on the Northern Environment. 
However, its failure to examine the formative months of this body prior to the 
Order-in-Council of July, 1977 does not cast its activities in their proper 
perspective. Those formative months of what eventually emerged as the Royal 
Commission must be included in the report in order that the philosophy and 
management procedures sanctioned are placed in the correct context and 
identified as the major thrust in initiating the work program. 


“In late 1976, in response to concerns expressed by the Chiefs of Ontario, 
Municipalities, and other Northern Organizations, the Government of Ontario 
designated the Reed Paper Proposal as a project to be subject to the Envir- 
onmental Assessment Act. Mr. Justice Patrick Hartt was appointed to chair 
the Environmental Assessment Board hearings on this proposal. Subsequently, 
the Government decided that the mandate given to Justice Hartt on the Reed 
Proposal would be expanded to include an enquiry into the impact of all 
major enterprises and developments north of the 5Oth parallel and to report 
and make suitable recommendations on the findings of his enquiry. This in- 
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creased mandate committed Mr. Hartt to a course of action in which a major 
element was immediacy, with an Organization yet to be assigned a formal 
vehicle through which it could execute its mandate. From the time of the 
initial announcement by the Premier until the formal recognition of the Com- 
mission under the Inquiries Act, some seven months had elapsed, during 
which time a number of avenues were explored to successfully place this 
body into a viable operational mode and at the same time develop an accept- 
able autonomous profile essential to its success. During the same period of 
time, it was imperative to initiate the immediate task of satisfying the needs 
of the Northerners generally and the Native population specifically. There- 
fore, certain aspects of the work were implemented, i.e. funding of Native 
organizations for the preparation of hearings and funding of municipal gov- 
ernments also in preparation for hearings. 


“In those seven months between announcement and formalization it was 
necessary for the Hartt Inquiry to function in a highly compressed time frame 
and in order to mount its program as quickly as possible, administrative pro- 
cedures were direct and highly responsive. 


“The Auditor's Report comments on the number of departures from ac- 
cepted line Ministry management and administrative procedures. It should be 
noted that, when this inquiry began its work, the existing Management Board 
policies relative to the operations of Royal Commissions had not yet been 
issued. The Manual of Administration, as indeed were the administrators of 
this authority, was unclear as to what degree the policies it contained applied 
to the Boards and Commissions then in existence.” 


58. Recommendations for Improvements in Branch Efficiency, Ministry of the 
Environment. The Project Co-ordination Branch of the Ministry provides tech- 
nical and supervisory services required in the planning, construction and operation 
of water and sewage treatment plants to serve municipalities. Expenditures for 
plant development and construction in the 1978-79 fiscal year totalled approxi- 
mately $180 million. 


We noted the following deficiencies in the branch’s operations during the 


course of our audit: 


1. Project Inspections 


The function of the civil engineering group within the Special Activities unit 
of the Branch is to perform inspections of the quality of workmanship and ma- 
terials, and safety, on behalf of the Branch’s project engineer. Approximately one 
and one half employees are engaged in field inspections at an annual salary cost of 
approximately $27,000. These duties help to ensure that provisions of the con- 
_Struction contracts are faithfully adhered to. The function of this group encom- 
passed, in part, projects on which approximately $150 million was spent in the 


| 1978-79 fiscal year. 


) 


Inspections are classified generally as: 
(a) routine inspections at regular intervals while the work is in progress; 
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(b) substantial completion inspections when the project is finished; 
(c) final completion inspections prior to the expiration of the one year main- 
tenance period. 


An internal memorandum, dated January 24, 1979, relating to inspections per- 
formed during the 1978 calendar year, noted that, due to lack of staff, most of the 
routine inspections were done only when convenient and not when needed or 
requested. As a result, deficiencies were not detected at an early stage. The memo- 
randum mentioned deficiencies such as the following: 


— usage of defective or unapproved material; 

— poor workmanship; 

— contradictory, inconsistent and incomplete drawings, tendered documents 
and guidelines; 

— inconsistencies in design for similar works; 


— lack of proper supervision and expertise on the part of consulting en- 
gineers’ personnel; 


— Ministry policy or guidelines not properly enforced; and 
— consulting engineers’ work diaries incomplete or not up to standard. 


A majority of final completion inspections were not done but were left to the 
consulting engineers. As a result, deficiencies previously noted may not have been 
corrected and new deficiencies may have occurred after substantial completion. 


In view of the potential for achieving greater economies and efficiency through 
timely inspections and rectification of deficiencies, we recommended that a cost/ 


benefit analysis of the inspection function be performed with a view to maximizing 
the benefits to the Ministry. 


The memorandum also indicated an absence of a Ministry listing of approved 
materials and suppliers and an absence of clear safety regulations or guidelines. We 
recommended that these and other matters, such as the procedures for selecting 
consulting engineers, be considered for inclusion in a manual of procedures for the 
Project Co-ordination Branch. 


2. Inspection Reports 


Project records include field inspection reports completed periodically by the 
Branch’s project engineers. These reports note observations on the progress of the 
works. Our review of project files revealed that several did not have an inspection 


report on file. For proper control, we recommended that written reports be filed 
on completion of site inspections. 


3. Audits of Subsidized Costs 


The Ministry provides assistance to municipalities through direct grants for 
construction of water and sewage treatment plants. The grants are up to 75 per 
cent of the cost of works, except in the case of restructured and large municipali- 
ties, which receive grants for 15 per cent of the cost of works. A total of approxi- 
mately $27 million was spent on this program in the 1978-79 fiscal year. The 
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‘Ministry reserves the right to examine municipal records as to eligibility of sub- 


sidized costs. 


A program of audits by the Internal Audit Branch of the Ministry has not yet 
been implemented. We recommended that such audits be undertaken. To ensure 
that the Province receives full value for its money, we Suggested that the examina- 
tions include engineering evaluations and inspections both before commencement 
and after completion of construction. 


The preceding comments were included in our memorandum of August 10, 
1979 to the Ministry. As at the date of this Report, September 28, 1979, we have 


no record of a reply. Hence, we are unable to present the Ministry’s views on the 
matters raised. 


59. Revenue from Licences, Ministry of the Environment. Annual licences, ex- 
piring on February 15 of each year, are issued by the Ministry under The Pesticides 
Act, 1973 to exterminators, operators and vendors. Revenue from the licences for 
the 1978-79 fiscal year amounted to $143,000. 


The fees for the licences, which range from $10 to $100, have not been re- 


vised since 1973. In the case of the operator’s and exterminator’s licences, the 
examination fee for which is $5, certain costs are incurred, including the conduct- 
_ ing of examinations in various centres of the Province and supplying each applicant 
with books and materials. We recommended that consideration be given to in- 
creasing both licence and examination fees to offset increases in costs due to infla- 


tion. 


We noted that an applicant’s examination fee is forfeited if the applicant fails 


to attend a scheduled examination three times within a six month period. To re- 
duce administrative costs, we recommended that consideration be given to forfeit- 


} 


ing the fee after the first time. In this respect, an appropriate amendment to regula- 


tion 618/74 under The Pesticides Act, 1973 would be necessary. 


We also noted that there is recurring clerical work in connection with the 


_Tenewal of licences which would be reduced if licences were issued for a three year 
period. The term of the licences is at present established by the Act. Should the 
Act be amended in the future, we recommended that the term of the licences be 
_ considered for inclusion in such an amendment. 


The preceding comments were included in our memorandum to the Ministry 
dated August 10, 1979. Since we have no record of a reply as at September 28, 
| 1979, the date of this Report, we are not able to present the Ministry’s views on the 
| Matters raised. 





60. Land Acquisitions, The Parkway Belt West, Ministry of Government Services. 

The Parkway Belt Planning Area was established by Regulation under The Park- 
way Belt Planning and Development Act, 1973. The Parkway Belt West Plan was 
approved by Order in Council under The Ontario Planning and Development Act, 

1973. Land for the Parkway Belt West was acquired through the facilities of the 
Ministry of Government Services. 


| 
I 


| 


t 
j 
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Expenditures for Parkway Belt land acquisitions comprised the major part of | 
the total expenditures of $29,696,313 charged to Acquisition/Construction of 
physical assets in the Real Property Acquisition activity of the Provision of Ac- 
commodation Program in the 1978-79 fiscal year. 





Incomplete Plans and Records 

Regulation 472/73, filed on August 7, 1973, under The Parkway Belt Plan- 
ning and Development Act, 1973 required that The Parkway Belt Plan be prepared 
within one year. We noted that the Parkway Belt West Plan, covering the area | 
between the municipalities of Dundas and Markham, was approved and first pub- — 
lished in July 1978. It appeared that no plan had been issued at the date of our 
audit for the remaining area within the Parkway Belt. 





A Ministry Parkway Belt West status report as at March 31, 1979 indicated | 
that lands purchased, expropriated or with offers accepted to that date totalled | 
12,285 acres at a cost of $190,121,463. We could not find any cumulative cost — 
records in the Ministry to verify the above figure, and an analysis of cost by project 
and type of expenditure on land acquisition is not part of the financial reporting — 
system. This status report indicated that some 5,246 acres were deemed to be sur- 
plus as at March 31, 1979 and the Ministry has recommended disposal over the 
years 1979 to 1981 with estimated revenue from these sales in the amount of 
$61,510,425. No formal financial data could be found showing the costs of lands 
considered surplus. Lands were stated to be surplus in the Parkway Belt West due 
to the following circumstances: 


1. purchase of a complete holding instead of a required portion as the re- 
maining part becomes landlocked; 


2. the policy of allowing a vendor the option of selling all his property al- 
though only part is required; and 


3. changes in design and boundaries during the acquisition period. 


We understood that Ministries and Agencies with land holdings for future 
development within the Parkway Belt West are to transfer such lands to the Minis- 
try of Government Services. We attempted to examine records of this land in the 
Survey and Documentation Area of the Realty Services Branch, but found only 
survey maps and sketches. We felt that land records should include full descrip- 
tions, values and dates acquired. 


Acquisition for Ontario Hydro 


Lands have been purchased in the Parkway Belt West with funds provided by 
Ontario Hydro. Some of these lands are surplus to the requirements of Ontario 
Hydro and the costs of these are to be reimbursed to Ontario Hydro by the Minis- 
try of Government Services. The method of reimbursing Ontario Hydro was out- 
lined in a memorandum dated August 10, 1978 from the Deputy Minister to the 
Director, Realty Services. Under this method the Ministry will reimburse Ontario 
Hydro for the cost, with interest, of all land surplus to its requirements, including 
complementary use land and land outside the Parkway Belt West limits. Revenue 
from sales of these lands by the Ministry is to be credited to the Consolidated 
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Revenue Fund. We understood from the Director, Realty Services Branch that the 
approximate total value of surplus land is between $40,000,000 and $51,000,000. 
The financial information relating to land acquired for Ontario Hydro is included 
in various files kept for each purchase. We understood that the exact liability to 
Ontario Hydro has yet to be determined. It was our recommendation that separate 
financial records be maintained and updated during the acquisition process. 


Acquisition of Railway Property 
Land within the Parkway Belt West Plan area amounting to approximately 
140 acres was owned by a railway and was intended for use as an intermodal 
(rail/road) freight terminal. Following some local opposition to the location of this 
terminal a decision was made to relocate it a short distance away and outside the 
Parkway Belt West. An agreement was entered into on December 14, 1977 by the 
Province, as represented by the Minister of Government Services and the Minister 
of Transportation and Communications, with the railway, whereby the Ministry of 
Governinent Services would acquire the property. The cost to the Ministry would 
be based on the cost to the railway of land plus certain preparation and develop- 
ment costs at the new site. The new site of approximately 190 acres has, in terms 
of the agreement, a maximum average land cost of $27,000 per acre (except as 
otherwise awarded by arbitration) but there is no stipulated maximum for other 
costs. The gross cost to the Ministry of Government Services of relocating the 
terminal was estimated at $11,630,000. 


The railway issued progress billings as it acquired land and incurred prepara- 
tion and development costs. It was arranged that billings from the railway would 
be audited by the Internal Audit Branch of the Ministry of Transportation and 
Communications before submission to the Ministry of Government Services. How- 
ever, not all of these invoices were audited before payment and a post audit was 
subsequently performed. A report, dated March 8, 1979, from the Director, In- 
ternal Audit Branch stated that overpayments in the amount of $1,622,476 were 
disclosed in a review of 43 invoices totalling $2,526,685. The Ministry of Trans- 
‘portation and Communications has therefore not submitted invoices for payment 
‘received after the overpayments were reported, pending a resolution of matters 
outstanding in this and previous audit reports. No formal records of the accumu- 
ated costs of this project were available in the Ministry of Government Services, 
but from Ministry vendor listings it appeared that approximately $11,200,000 has 
been spent to March 31, 1979. The area of land acquired to that date, according 
to documents we examined, amounted to 263 acres, and we understood that further 
acquisitions were to be made. 
|Other Noteworthy Observations 
1. Three instances were observed where the costs of legal and appraisal 
services requested by a vendor, who was dissatisfied with the price offered 
for his property, were paid by the Ministry. Ministry offers are based on 
| two value appraisals, one performed by qualified Ministry staff and the 
other by an independent qualified appraiser. To pay for a further ap- 
praisal arranged by the vendor so that the property seller may receive a 
higher price for the lands seems contrary to good business practice. How- 


| 
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ever, Realty Services Branch of the Ministry took the view that payment : 
of such costs is an inducement to settlement and that these expenses would ! 
almost always be awarded to the claimant were he to proceed to the Land — 


Compensation Board. 


i 


—- 





A piece of land of approximately one tenth of an acre was required for | 
highway widening. When the owner of the property was approached in | 


this regard he expressed the wish to sell his entire holding of 76 acres at 
this location due to age and health reasons. In addition, he asked for the 
right to lease the property for five years with an option to renew. A value 
of $20,000 per acre was placed on the property, which would give an 
approximate value of $2,000 on the initial required portion. The whole 
property was subsequently purchased at $1,533,000. Approximately 12 


acres of this land has been designated for a future highway interchange — 


and the remaining 64 acres for public use, according to the Parkway Belt 


West status report of March 31, 1979. However, the lease-back to the © 
former owner does not permit public use. This case illustrated the prob- | 


lems and substantial costs resulting from total buy-outs. 


A farm was sold to a development company shortly before the Parkway 
Belt West was announced. The purchaser subsequently defaulted on the 
mortgage held on the property and the mortgagee, a bank, foreclosed. The 
previous owner eventually regained title to the property under another 
mortgage from the same bank. The portion of this property, in the amount 
of 9.7 acres, lying within the Parkway Belt West was designated for ac- 
quisition by the Ministry. However, we understood that the owner re- 
quested the Ministry to purchase his total 100 acre property and this was 
subsequently done. This acquisition cost approximately $419,000. 


In March 1976 a property three acres in size was offered for sale to the 
Ministry by owners who indicated that they were suffering distress be- 
cause of the Parkway Belt West. Two-thirds of the area of this property 
lies in the Parkway Belt West and one-third lies outside, and it is on this 
latter portion where the owners’ house was situated. A value of $185,000 
was placed on the property by the Ministry and this sum was paid on the 
sale of the property, which was subject to the following conditions: 
(a) the vendors had the right to further compensation under section 30a 
of The Expropriations Act, 
(b) the vendors had the right to lease the property for a period of two 
years at a rental of $3,600 per year, with the option to renew, and 
(c) the Ministry would pay reasonable costs in connection with proceed- 


ings under The Expropriations Act, reasonable legal fees and taxes 
on the property. 


The matter subsequently went to arbitration with the Land Compensation 
Board and the amount awarded totalled $456,566, including interest and 
owners’ costs for the property. The Ministry prepared an appeal against 
the decision but withdrew it, apparently because of the ill health of one of 
the owners and the loss of sixty-six exhibits, most of which could not be 
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readily re-created, within the offices of the Land Compensation Board. 
According to the Parkway Belt West status report as at March 31, 1979, 
| the entire three acres required are shown as surplus to the Parkway Belt 
requirements. We noted that the Land Compensation Board award in- 
cluded $10,800 for inconvenience, although the vendors have not appar- 
ently suffered any inconvenience and continue to live on the property 
under a lease which expires in 1980. 


Recommendations 


The following recommendations were made regarding land acquisition pro- 


cedures, pertaining not only to the Parkway Belt West, but to land acquisitions in 
general: 





| 1. The Ministry’s financial records should provide detailed costs for each 

real property acquisition and accumulated expenditures for each land 

purchase. We believed that the work order system used for capital con- 
struction could be adapted to provide this information. Costs of property 
acquisition should also be identifiable by type, such as Parkway Belt. 


2. Inventories, wherever maintained, should be comprehensive. We sug- 
gested that consideration be given to expanding the Accommodation, 
. Management Information System (AMIS) to show land holdings on a 
parcel basis instead of the present installation number concept. 


3. A division of land inventories between properties required and those sur- 
plus to requirements should be attempted. 


4. Some additional performance evaluation criteria should be developed to 
assess the efficiency of the operation. Criteria, presently under review ac- 
cording to Performance Evaluation Reports, were seen to include over- 
head costs as a percentage of purchase price and selling price. Analysis 
of expenditures in the manner recommended above would facilitate pre- 
paration of this data. 


| 5. Policies and procedures should be updated to reflect current changes. 
Areas where discretionary powers are given should be stated and the 
persons authorized to take such action identified. 










The foregoing comments were included in a memorandum dated September 
28, 1979, the date of this Report. The Ministry has not had an opportunity to 
-espond and we are, therefore, unable to present its views on the subject matter. 
51. Cost Savings Recommended Re Ontario Drug Benefit Plan, Ministry of Health. 
Jnder the Ontario Drug Benefit Plan (the Plan) certain drugs are provided free 
of charge to senior citizens, welfare recipients and certain other eligible persons 
vhen these drugs are prescribed by a physician or dentist. Costs to the Ministry of 
dealth, for reimbursing pharmacies and others supplying drugs under the Plan, 
imounted to approximately $72.0 million for the year ended March 31, 1978 and 
70.9 million for the ten month period ended January 31, 1979. 





Drugs supplied under the Plan are listed in a publication called the Drug 
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Benefit Formulary/Parcost Comparative Drug Index. This publication is compiled 
and maintained by the Ministry and its Advisory Committee, the Drug Quality and 
Therapeutics Committee (Ontario), with the co-operation and assistance of the 
Ontario Medical Association and the Ontario Pharmacists’ Association. Our ob- 
servations relating to the Formulary were as follows: 


1) Frequency of Drug Dispensing 

In its report, dated April 28, 1978, the Ontario Drug Benefit Formulary 
Pricing Committee noted that it is common practice to dispense up to a maximum 
of one month’s medication to senior citizens. The Committee suggested that since 
most of these individuals are on long term therapy, consideration should be given 
to dispensing more rational quantities at one time to generate savings in prescrip- 
tion fees and, at the same time, alleviate hardship of repeated visits to a pharmacy 
by the Plan recipients. 


At the time of our audit, we saw no evidence that the Committee’s suggestion 
had been acted upon. We felt that a reduction in the number of prescriptions by as 
little as 10% in one year could result in savings in professional fees paid by the 
Plan of over $2 million. 


2) OTC (Over the Counter) Drugs 


Except for drugs designated OTC, reimbursement is based on the lesser of a 
pharmacy’s usual and customary price to the general public and the price listed in 
the Formulary, plus a professional fee negotiated between the Ontario Pharma- 
cists’ Association and the Ministry. Payment for drugs designated OTC is based 
on the lesser of a pharmacy’s usual and customary price charged to the general 
public and the price listed in the Formulary, the latter price being calculated to 
include an estimated markup of 40% on selling price in lieu of the pharmacist’s 
professional fee. 


Our check of drugs listed in the Formulary indicated that certain drugs, which 


can be purchased by the general public without prescription, were not designated 


as OTC in the Formulary. Our review of Drug Benefit Utilization Reports for the 
months of November 1977 and March 1978 revealed nineteen such drugs. We 
compared the cost of these drugs to the Plan for the two months with what the 
cost would have been had these drugs been designated OTC. For our exercise, we 
calculated OTC prices by increasing the drug cost shown in the Formulary by 
6624% (equivalent to 40% on selling price) in lieu of the pharmacist’s profes- 
sional fee. Our comparison indicated net savings which could have accrued to the 
Plan as follows: 


Actual Cost to Formulary Price Net 
Month the Plan plus 66 2/3 % Savings 
$3 $ $ 
IN OVCUND OREN Die rechcciuksc casa od dn capvics - 166,000 144,000 22,000 
DRACO Le? 58 ee tone sits ut: Masson ROR ee 168,000 148,000 20,000 


We recommended that a complete review be made of drugs not designated as 
OTC in the Formulary, but which may be purchased by the general public without 


prescription, to ascertain whether savings could accrue to the Plan by classifying 
and pricing such drugs as OTC. 





COMMENTS ON MINISTRY OPERATIONS 


On September 19, 1979, the Ministry replied as follows: 


1) Frequency of Drug Dispensing 
“The recommendations of the Ontario Drug Benefit Formulary Pricing 
Committee have been acted upon. The question of control of prescrip- 
tion quantity is under discussion with the Ontario Medical Association 
(OMA) and the Ontario Pharmacists Association (OPA ). 


“OPA has advised that both associations have tentatively agreed on a 
compromise position allowing the physician to indicate on the prescrip- 
tion a statement that the quantity prescribed is ‘not to be altered’. 


“Any change in quantity requirements necessitates alteration of the per- 
tinent clauses of the Ontario Drug Benefit Participation Agreement, and 
prior negotiations with OPA as providers of service. OPA has indicated 
that as part of a re-negotiation of the quantity clauses of the Agreement 
they would bargain for removal of all quantity restrictions, including pay- 
ment of a fee on all claims rather than the Ministry’s ‘one fee’ policy on 
maintenance drugs. 


“Since the Ministry interprets the quantity clause to mean that a mini- 
mum of one month’s supply should be normally dispensed, and since 
information obtained prior to the beginning of the Ontario Drug Benefit 
program indicated that only 22 days supply was provided on the average 
prescription, the Ministry could lose the possible advantage of main- 
taining the current status. 


“In addition, there are indications that the one month quantity appears 
to have little or no effect in comparison with the cash market place, with 
the possible exception of low cost maintenance drugs such as digitalis 
and diuretics. 


“It is estimated that in the 1979-80 fiscal year approximately $49.5 
million will be paid by O.D.B. for dispensing fees. If the number of pre- 
scriptions were reduced by 10% as suggested, almost $5 M in savings 
would result. However, no basis was provided for the 10% reduction. 
It would appear to be entirely arbitrary. 


“Numerous factors could reduce the amount of possible savings result- 
ing from increasing prescription quantity. These are, wastage due to 
drugs paid for on behalf of deceased patients and those otherwise no 
longer eligible (¥%3 of recipients who receive Provincial assistance are 
eligible only on a monthly basis), increased utilization, overstocking, in- 
creased potential for abuse, and savings currently generated by the Minis- 
try policy of paying only one dispensing fee per month on maintenance 
drugs. These factors could reduce projected savings to a_ negligible 
amount. 


“The Ministry will continue its attempts to resolve the issue.” 


2) OTC (Over the Counter) Drugs 
| “The report fails to acknowledge that ‘OTC’ drugs paid for under On- 
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tario Drug Benefit are not literally ‘taken off the shelf’. In fact all drugs 
supplied by the program must be covered by a prescription from an On- 
tario physician or dentist. 


“Thus, the marketplace price billed to the Ministry is the price charged 
to the general public ‘when prescribed’, not the price when purchased 
off the shelf. There ts usually a substantial difference between these 


prices. 


“Tust as the report has given examples of possible savings by listing cer- 
tain drugs as OTCs, it is possible to illustrate that such a move could 
greatly increase the cost of other drugs due to the nature of their utiliza- 
tion. 


“Rather than expand the list of OT'Cs, a more cost effective move could 
be elimination of OTCs from the Formulary. Such a move would have 
the support of OPA who are on record as advocating this change in the 
program. 


“This Ministry is currently studying all the implications of such a 
change.” 


62. Numerous Weaknesses in Government Pharmacy System, Ministry of Health. 
The Government Pharmacy and Medical Stores is a unit of the Ministry’s Supply 
and Services Branch. It is a warehousing and distribution centre supplying pharma- 
ceutical products and laboratory supplies to the medical community. The average 
monthly inventory is approximately $4 million and is comprised of 70% non-drug 
and 30% drug items. The pharmacy’s customers consist mainly of Ontario Psy- 
chiatric Facilities, Homes for the Aged and certain Public Hospitals. 


In October 1977, a mini-computer was installed at the Government Phar- 
macy to maintain the accounting and inventory records of the operation. Computer 
costs from October 1977 to December 1978 totalled $49,690 which included 
rental, maintenance and servicing the equipment. Our review of this operation, 
together with discussions with the manager of the Government Pharmacy and the 
internal audit branch, indicated certain internal control weaknesses as noted below: 


— The computer operations manual, documentation of systems and program 
listings had not been updated to reflect changes instituted since the orig- 
inal installation of the computer. 


— A number of additional programs, designed to provide relevant statistical 
and accounting information to management, had not been written and 
tested. 


— A monthly computer produced inventory status report indicates quantities 
and value on hand and usage over the prior twelve-month period. Inven- 
tory written off due to expired shelf life or obsolescence is included in the 
usage figure. Stock items thus written off are not segregated from quanti- 
ties sold. Lack of such segregated data entailed, in our opinion, the risk 
of reordering items written off and, therefore, no longer needed. 
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— A test count of the inventory was made by the Ministry’s internal audit 


branch on November 28, 1978. Seventy-four items were counted and 
forty-five differences were found. Twelve of these differences were signi- 
ficant and the inventory records were adjusted by an increase of $38,032. 


Forty-seven items, which were indicated as being on order by the inven- 
tory status report as at November 30, 1978, were traced to the open 
purchase order file. We noted that purchase orders had not been issued 
for twenty-six of these items. We were informed that there are inaccur- 
acies in the report, and that items shown as being on order are not actually 
on order, or the order has already been received without the information 
having been eliminated from the file. 


Under the previous manual system, the total paid inventory as calculated 
from the purchases and sales to date was reconciled monthly to the total 
inventory as shown by the inventory ledger cards. Due to inaccuracies in 
the inventory status report, reconciliations of a similar nature have not 
been attempted, apart from a reconciliation as at March 31, 1979. The 
reconciliation at that date indicated a calculated book inventory of 


$4,424,291 whereas the inventory status report showed an inventory of 
$4,799,041. 


Invoices are prepared by the computer and numbered consecutively. A 
test of invoices issued in November 1978 revealed that twenty numbers 
were missing. It was explained that these breaks in sequence occur when 
the invoicing program is terminated to allow other programs to be run. 


Credit notes are produced and calculated by the computer based upon a 
weighted average unit price at the time of return of goods. No comparison 
is made with the original invoice price. This has the effect of distorting 
accounts receivable and inventory costs. 


We recommended that a complete systems review be undertaken of the Gov- 
€rnment Pharmacy operation to rectify the above-noted deficiencies. 


| 


1979: 


The following response was received from the Ministry on September 19, 


“An evaluation of the Government Pharmacy and Medical Stores com- 
puterized Inventory Accounting System was carried out by the Manage- 
ment Systems Branch of the Ministry during July and August, 1978. 
Many of the problems mentioned in this report were uncovered and ad- 
dressed in this evaluation report. However, because of a lack of systems 
support by the supplier . . ., past attempts to correct and rectify the prob- 
lems were not very successful until drastic action was taken at the end of 
June, 1979 by the Director, Supply and Services Branch. 


“Because of extensive system testing, a number of the computer pro- 
grams are undergoing changes. To date, the operations manual is com- 
plete pending approval by the Government Pharmacy and Management 
Systems Branch. System documentation including program listings 
should be completed by August 3, 1979. 
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“To date, outstanding programs as per (the supplier’s) inventory account- 
ing system specifications have been written, tested, and implemented. In 
addition, a number of computer programs recommended in the Septem- 
ber, 1978 evaluation report have been written, tested, and implemented. 


“Because of the lack of a proper adjustment program, dummy invoices 
were used to reduce stock written off. The use of the adjustment program 
now in place will correct this situation, and allow Government Pharmacy 
to adjust the perpetual inventory to a physical count. 


“(The) situation (regarding differences between counts and the records) 
has been caused by numerous program and data errors. T he computer 
programs and all the data errors have been corrected as of July 27, 1979. 


“(The) statement (re open purchase order file) is correct and is caused 
by the purchase order file not being kept current. Part of the operating 
instructions includes the purging of this file on the periodic basis. 


“(The) inaccuracy (re inventory reconciliations) is the cause of one or 
more computer program errors discovered during system testing. These 
program errors were identified and corrected during the July 9 to 20, 
1979 system testing. 


“(The) problem (re missing invoice numbers) occurs when two or more 
operators are processing invoices simultaneously. Since the problem 
cannot be eliminated, the printing of the invoice register will now show 
any numbers that have not been assigned. 


“The capture of sales history and the production of the Sales History 
Report will eliminate (the) problem (of pricing credit notes) and allow 
Government Pharmacy to give the same credit for the returning item. The 
production of this report is being discussed with Government Pharmacy, 
and is one alternative being looked at. 


“As of July 27, 1979, the Inventory Accounting System is fully opera- 
tional and all known deficiencies have been corrected. Program docu- 
mentation is outstanding and should be completed by August 3, 1979. 
Once the System has settled in, a subsequent system evaluation will be 
conducted six months hence.” 


Medical and Practitioner Review Committees 


The Medical and Practitioner Review Committees conduct their work under 
the authority of sections 5 and 5a of The Health Insurance Act, 1972. Part of their 
responsibilities is to make recommendations to the General Manager of OHIP on 
any matter referred to them under section 22 of the Act (i.e. apparent overbillings 
by physicians or practitioners). As at October 31, 1978, there were 186 referrals 
to the Medical Review Committee and 59 referrals to the four Practitioner Review 


Committees outstanding as follows: 
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Review Committee 


Date of 
Referral Medical Chiropody Chiropractic Dentistry | Optometry 
1973-74 1 . 
| 1974-75 6 
1975-76 20 1 1 1 
1976-77 41 2 4 8 
1977-78 fhe 8 ? 1 es) 
April 1 - 
October 31/1978 41 6 1 6 
186 13 13 3 30 


——. 
— 


Eighty-five of these referrals relate to periods prior to April 1, 1977, indicat- 


| ing lengthy delays in resolving the cases. Such delays tend to detract from the 


assessment and collection of any recoverable amounts referred to in the recom- 


_ mendations of the Committees. In this respect, recoveries during the nineteen 


month period to October 31, 1978 amounted to $175,652 and $122,790 on over- 


_ billings recommended for collection by the Medical Review and Practitioner Re- 


view Committees, while outstanding and unrecovered amounts at October 31, 


_ 1978 totalled $830,205 and $376,133 respectively. 


A review of the outstanding balances indicated that appeals had been made 


| or were pending in a large number of cases totalling approximately $780,000. In 


addition, the outstanding balances included $202,286 owing by seven physicians 
who no longer reside in Canada, and $5,760 for one physician who resides in 


_ another Province of Canada. As action to effect recovery in the case of these phy- 


Sicians was in abeyance, the possibility of collection appeared remote. 


A prior audit memorandum, dated June 10, 1976, recommended that when 


_ it had been determined that amounts receivable could not be collected from future 
billings, the Accounts Receivable Section of the Finance and Accounting Branch 


of the Ministry should be advised and consideration given to assigning collection 
to the Central Collection Services of the Ministry of Government Services. We felt 
that this recommendation should be given further consideration. 


| Private Medical Laboratories 


Audits of private medical laboratories conducted by the internal audit branch 
of the Ministry have revealed a large number of overpayments to these facilities. 
The overpayments have generally resulted from laboratory tests not specifically 


_ ordered by a physician but done and billed, use of inappropriate billing codes or 


_ duplicate billings for tests. 


Our review to October 31, 1978 revealed that approximately $5.1 million 


had been assessed as recoverable from laboratories, of which approximately $2.2 


million had been recovered, leaving a balance outstanding of $2.9 million. A re- 


_ view of the outstanding balance indicated that a total of approximately $1.6 million 
_had been outstanding for over one year. At October 31, 1978, a large proportion 


_of the balance outstanding of $2.9 million, together with amounts already collected 
_by the Ministry totalling approximately $96,000, were being contested by the 


laboratories concerned as to the accuracy of the amounts involved. 


The Health Insurance Act, 1972, section 22(4), provides that overpayments 
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made to physicians or practitioners may be recovered by deductions from future 
payments by OHIP. There is no similar provision for the recovery of overpayments 
to private medical laboratories. The right of the General Manager of OHIP to 
deduct overpayments from future moneys was contested by one laboratory at a 
hearing in the Supreme Court of Ontario on August 29, 1978. The court gave a 
decision on October 31, 1978 that recoveries in this manner were not authorized 
under The Health Insurance Act and that the authority to do this should be ob- 
tained from the Treasurer of Ontario under the relevant section of The Financial 
Administration Act. However, this decision was reversed by the Ontario Court of 
Appeal on May 9, 1979. At the time of our audit, it therefore appeared that the 
way was clear for the Ministry to recover overpayments from future payments to 
private medical laboratories, hopefully facilitating collection of outstanding ac- 
counts receivable. 

To remove any ambiguity, we felt it may be prudent to consider a suitable 
amendment to The Health Insurance Act, 1972, authorizing the General Manager 
of OHIP to recover overpayments to private medical laboratories from future pay- 
ments. 


The Ministry wrote to us on September 19, 1979 to advise that: 
Medical and Practitioner Review Committees 


“Since January 1979, we have received the following recommendations 
from the Medical Review Committee in respect of the years indicated: 


Year of Referral MRC 
1974/75 I 
1975/76 6 
1976/77 19 
1977/78 54 


“Legal Counsel for the Ministry has advised that he has discussed the 
report with (the) Manager, Central Collection Services, Ministry of Gov- 
ernment Services. He has indicated that he would be able to be of little, 
if any, assistance to the Plan with regard to physicians who have left the 
Province of Ontario, in that they do not pursue individuals who have left 
the Province other than by writing such individuals and advising them of 
their outstanding obligations. 


It would, therefore, appear that no useful purpose would be serviced in 
following this recommendation.” 


Private Medical Laboratories 


“It is the opinion of our Legal Branch that in view of the decision of the 
Ontario Court of Appeal supporting the General Manager’s right to de- 
duct overpayments made to Private Medical Laboratories from their sub- 
sequent payments, any suggested amendment to The Health Insurance 
Act, 1972, for removal of ambiguity in this regard, is unnecessary.” 


64. Substantial Funding of Medical Clinic Questioned, Ministry of Health. A’ 
certain medical clinic has operated as a community health service organization in 
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an Ontario municipality for a number of years. From October 1971 to April 30, 
1977, the clinic was financed by the Ministry of Health on a capitation basis as 
opposed to the Ministry’s traditional fee-for-service method of funding. Under the 
capitation system, the clinic received a gross monthly amount, determined by mul- 
tiplying the updated number of enrollees on its roster by an agreed upon per capita 
monthly rate. This gross amount was reduced by all fee-for-service claims paid by 
OHIP for services rendered to capitation enrollees by physicians not practising at 
the clinic. 


| From May 1, 1977 to April 30, 1978, the clinic was paid a fixed monthly 
amount of $47,460, based on the net total paid to it during the Province’s 1976-77 
fiscal year, suitably adjusted for increases in the provincial per capita costs and 
Ontario Medical Association (OMA) fees. The monthly payment was increased 
to $59,399 effective May 1, 1978 to allow for an increase in the clinic’s roster with 
the absorption of the practice of an additional doctor. The fixed monthly payment 
method was to have continued for a limited period until such time as a new roster 
reimbursement system had been developed. However, due to the delay in finalizing 
a new system, the interim fixed method of financing was allowed to continue. 





| During the year, we conducted a review of the funding of this Clinic. The 
ensuing major observations and recommendations resulting from our review were 
contained in a memorandum sent to the Ministry of Health on April 24, 1979. 
Relevant portions of the Ministry’s reply, dated August 3, 1979, are included after 
the comments to which they pertain. In addition, the Ministry provided us with 
detailed information concerning the development of the Health Services Organiza- 
don (HSO) project. 


“lini Financial Statements 

| Based on the clinic’s financial statements furnished to the Ministry for the 
‘wo years ended April 30, 1978, the gross income of each of the present clinic 
dartners, none of whom holds a specialty licence, greatly exceeded the provincial 
average gross income of a general practitioner. This average, as disclosed by statis- 
ics maintained by the Ministry of Health, amounted to approximately $50,000 in 
1977 and $55,000 in 1978. Even the net income of each of the clinic’s partners, 
after allowance for administrative costs, substantially exceeded the provincial 
average gross income in each of the two years. 







| We recommended that a review be made of the fixed monthly amount being 
yaid to the clinic in view of the high earnings of the partners. In view of the other 
umenities available (regular hours, longer vacations, etc.), a properly determined 
‘emuneration agreement should, in our opinion, generate net income to clinic phy- 
jicians which more closely relates to the provincial average for general practitioners. 


Ministry reply: 


“Capitation payment will be made to the HSO for ‘rostered’ patients 
based on O.H.I.P. average payment for the preceding year, e.g. payments 
for roster members in 1979 will be based on O.H.I.P. averages from 
the Tables produced in December 1978. (Methods applied and examined 


to date have included global funding based on cost of services, salary 
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plus overhead, assessment of previous O.H.I.P. earnings, and capitation). 
The current proposal will provide payment based on the previous years | 
costs to O.H.L.P. Starting in 1980 these will be age-sex adjusted. 


“Capitation payment will be withheld in any month during which a 
patient goes outside the clinic for equivalent service, notwithstanding 
the fact that the person may also receive service from the clinic during 
the same month. 


“Sponsors of HSO’s retain sole discretion as to the distribution of operat- 
ing funds received under the capitation payment method. This then does | 
not allow the Ministry to make any determination as to the draw re- ) 
ceived by partners and participating or associated physicians. | 





“Income of physicians within individual HSO’s varies considerably, being | 
below, at, or in excess of Provincial average income for physicians. | 
There is also no way of determining what the income of any HSO might | 
be, were they on fee-for-service. (This) Clinic for example by practicing | 
a more traditional form of practice, and perhaps by opting out of 
O.H.1I.P. might be able to provide their partners with a remuneration 
considerably higher than now received. This could be accomplished 

by, for example, reducing their present non-physician staff.” 


Upon reviewing the clinic’s financial statements, we observed that the clinic. 
had entered into an arrangement in 1978 with a management company, whose: 
officers and directors were relatives of the three present partners of the clinic. The: 
company was paid a fee of approximately $205,000 to manage and pay the ad- 
ministrative, office and building expenses of the clinic in 1978 whereas comparable: 
expenses in 1977 amounted to only $97,000. Since the roster of the clinic re- 
mained relatively static at approximately 8,000 throughout the period, the dramatic. 
increase in the cost of running the clinic was questionable. 


If the financial statements are to serve as a monitoring device with respect to 
the clinic’s financial operations, we felt the Ministry should be concerned about the 
non-arm’s-length relationship of the clinic partners with the principals of the 


Management company, and the profit element included in the fees charged by the 
management company. 


Ministry reply: 


Financial statements are required “in light of the possibility that an 
HSO, or the Ministry, would decide not to renew a contract and a re- 
conciliation would have to occur. 


“The relationship of Clinic partners and the principals of the manage- 
ment company is not illegal and is used by numerous physicians and 


groups in order to take full advantage of legitimate tax laws and regu- 
lations.” 


Clinic Roster 


We noted that patients are not required to sign authorization forms. The 
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1976-77 agreement provided the clinic with the right to determine whether or not 
a patient should be removed from the roster. 


We recommended that the roster of the clinic be re-established and verified 


_ by the Ministry prior to the signing of a new agreement. This could be done, sub- 


ject to legal clearance, by having each contract holder sign a membership author- 


ization form for himself and all members of his family wishing coverage. Such 


form should include a clear explanation of what capitation is and how it works. 


We further recommended that guidelines be established covering additions 
and deletions of roster members, together with periodic monitoring of the ongoing 
roster by Ministry personnel. 


In view of the contemplated expansion of the clinic’s roster through the ab- 
sorption of three additional practices in 1979, we recommended that the Ministry 
consider carefully the implications of this expansion. The increased roster would 


_then be dispersed over a wider area by the use of satellite clinics, and would cause 


greater administrative complexities and financial costs. 
Ministry reply: 


“Effective May J, 1979, all HSOs commenced using a revised Health 
Service Organization Enrollee Reporting Form. HSOs commencing 
capitation negation agreements are required to obtain such authoriza- 
tions from eligible enrollees. 


“A procedures manual is now completed detailing the rules and regula- 
tions of the roster reimbursement system, including enrollment, changes, 
corrections and terminations. Detailed scrutiny of the roster system is 
required on a monthly basis to calculate capitation and negation pay- 
ments. Verification of this roster will be accomplished via an Address 
Capture/Verification system. HSO roster members will be sampled on a 
random basis to determine they have completed and signed an HSO 
enrollee reporting form and that they intend to remain on the roster as 
members of the HSO. This verification is analogous to the O.H.1.P. 
system of querying O.H.I.P. subscribers as to whether O.H.1.P. billed 
services were actually performed. 


“Since it is distinctly to the advantage of the Ministry to have larger 
rosters, recognizing the reduction in outside services which result, the 
addition of new roster members is to be encouraged not discouraged.” 


Evaluation of Program 


This Medical Clinic, together with a majority of the other twenty-eight similar 


organizations, is currently being funded under the Health Services Organization 
_(HSO) Program. This Program was formulated by the Ministry of Health in 1973 
to establish and implement an alternate form of providing, organizing and financ- 
ing health services. The objective was to effect a total cost reduction in the practice 
of health care per person, while maintaining or improving quality of health care. 
This program, which is considered by the Ministry to be still in the experimental 
‘Stage, is being researched as a viable alternative to the traditional fee-for-service 


‘method of payment. 


| 
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Our review and discussions revealed that sufficient statistical evidence had ' 
not been gathered to provide an adequate evaluation of the viability of the capita- 
tion system and the economic advantages to Ontario in health care costs. Although | 
program objectives have been broadly defined, there was no measuring device to. 
assess whether the objectives of the program are being met. This was particularly | 
true in the case of the clinic we reviewed where, to our knowledge, no comparison 
of costs between the capitation method of funding and the traditional fee-for- 
service system has ever been performed. Since the agreements have never re-— 
quired the clinic to provide the Ministry with detailed types of services rendered 
to patients, it has not been possible to cost these services on a fee-for-service basis. 





Ministry reply: | 


“cost comparisons are in process of development to permit con- 
tinuing review of total health costs compared with clinic costs. Pre- 


liminary studies have been conducted but refinements of these methods | 
of comparison are necessary if accurate assessment is to be made.” 


Regarding record of services data, “a number of ‘encounter’ information 
procedures have been examined, . . . designing a special encounter form 
to provide information on internal HSO activity. 


“It is intended to have this, or a revised version, in use by the end of 
this year’’. 


We understood that effective savings in health care costs will only be achieved | 
when a population of 3,000,000 is enrolled in the HSO program, and that these | 
savings will occur mainly in the area of reduced hospital costs, through the prac- 
tice of preventative medicine. The total enrollment at the time of our review was) 
only 150,000 in the twenty-nine health service organizations currently in exist: | 
ence. Consequently, the likelihood of ever achieving the population objective of 
3,000,000 seemed remote. | 


Ministry reply: 


“Savings can be effected with smaller numbers but, clearly, a large influx 
of members to HSOs would have a significant impact on the health care 
system.” 


Accordingly, we felt there was a need for some method of evaluating the. 
medical services provided by the clinic and comparing the cost of such services to 
equivalent treatment costs under the traditional fee-for-service system. In the ab- 


sence of such evaluation, there is no knowledge regarding the economic advantage, 
if any, to the Ontario taxpayer. 


Ministry reply: 


“Unfortunately, due to the difficulty in identifying and gaining accept- 
ance by Normative Practice Units, against which the HSOs might be 
compared, the original intent of the Ontario Council of Health Evalua- 
tion Study will not be possible to achieve. Some aspects of that study, 
however, such as those relating to accessibility of services, patient satis- 
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faction, and quality of care indicators, may be obtained in other ways 
which are under examination. 


“Studies of cost factors relating to overall health costs, in contrast to 
comparison of primary care health costs only, continue to be developed. 


“Each HSO is being required to establish program goals and objectives 
which are measurable and thus an internal process of evaluation has 
been begun with each HSO. 


“In these ways it is our intention to attempt definitive studies which will 
assist us in strengthening the beneficial and cost-effective aspect of this 
program. 


ce 


. . all HSO’s will be required to compile records of services data, 
related to the eligible enrollees receiving care under the clinic program 
through the use of an ‘encounter’ form. However, direct comparison 
with fee-for-services charges is not possible for the following reasons: 


(a) The difficulties of ascribing services of non-physicians to fee-for- 
service codes. 


(b) The impossibility of determining what the HSO’s mode of practice 
and volume of claims might be were they billing fee-for-service 
for patient volume rather than receiving a capitation payment for 
the assumption of responsibility for the health care of a defined 
roster population. 


(c) The inherent limitations of attempting to develop and compare 
rosters and practices in a similar normative practice unit (i.e. as 
detailed in earlier comparative studies of group practices with the 
Sault Ste. Marie and St. Catharines organizations). 


(as 


., current evidence based on research with HMO’s (Health Main- 
tenance Organizations) in the United States and studies undertaken in 
Ontario indicate that there may be no direct savings in primary care but 
in other areas, i.e. reduction of hospital use, physician visits, specialists’ 
services, laboratory costs and discretionary procedures. In the case of 
(the clinic in question), the study conducted by McMaster University on 
quality of care under the HSO program indicated a reduction in unneces- 
sary surgery and current comparisons of admissions and length of stay 
in acute hospital care in (the County in which the clinic is located) in- 
dicates a reduction in admissions and length of stay. 


“The O.H.1.P. fee-for-service system encourages increases in activity- 
procedures and visits. Direct assessment of clinical activity is therefore 
meaningless. Average cost per person must be the basis upon which 
comparison is made. Actual payment to the clinic during the period 
May 1, 1977 to April 30, 1978, amounted to an average per capita pay- 
ment of $68.00. Equivalent Provincial average cost per person from 
April ’77 to March ’78 was approximately $82.00. The average monthly 
total cost of patients seen by the clinic, including total outside services 
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paid by O.H.1.P. for a ten month period November ’77 to August ’78 
was $103.35. The average Provincial cost per capita during that period 
of time was $105.21 (O.H.L.P. figures for April ’77 to March ’78). As 
may be seen from this comparison, no substantial saving has been de- 
rived in primary care, but no excess costs were experienced either. 


“Comparisons must be evaluated in the context of a capitation payment 
method. Since payment in the HSO payment programs will be based 
on the average cost per person in the previous year ( based on data each 


December) overall payment for a roster cannot exceed the Provincial 
average.” 


65. Approval for Contract Not Obtained from Management Board of Cabinet, 
Ministry of Housing. On June 21, 1977 the Management Board of Cabinet ap- 
proved a request from the Ministry of Housing to proceed with the development 
and implementation phases of its Operational Financial Information System 
(OFIS) project. In this respect, Management Board approved the awarding with- 
out tender of a contract for project management services to a firm of data process- 
ing consultants, on the understanding that billings for these services would not 
exceed $300,000. On August 31, 1977 an agreement was entered into with the 
consultants providing for a maximum cost of $300,000, exclusive of out-of-pocket 
expenses during the work period from July 4, 1977 to May 31, 1979. As of Oc- 
tober 31, 1978 payments against this agreement amounted to approximately 
$264,000. 


In addition to the above-mentioned agreement, we noted that the Ministry 
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also awarded a contract of $15,000 to the consultants for “extraordinary special-_ 
ized resources and administrative support for the OFIS project”. This contract, 


which was explained as relating to out-of-pocket expenses and services not specified 


in the original contract, was renewed four times. As of October 31, 1978 payments. 


against this contract totalled approximately $75,000. In our opinion, specific 
Management Board approval should have been obtained for these additional costs. 


The Ministry wrote to us on April 25, 1979 to advise that: 


“Your observation that the $75,000 paid to Data Processing Consultants for 
out of pocket expenses and special resources should have been approved by 
Management Board, is noted. However, the original contract approved by 
Management Board was exclusive of out of pocket expenses, therefore, no 
further authorization for such costs was required. The special resources por- 
tion of the $75,000 total payment related to activities not included in the 
original contract and payment for such special resources was well within the 
authority granted to a Ministry by the Ontario Manual of Administration. 
Even though specific approval for these expenditures was not required, the 
Ministry did identify and report on these charges in progress reports to 
Management Board on the OFIS project.” | 


66. Procedural Improvements Recommended Re Grants Paid Pursuant to On- | 


tario Home Renewal Program, Ministry of Housing. Pursuant to section 2a of 


-_—_- 
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‘The Housing Development Act and regulations thereunder, grants based on popu- 
lation are provided to municipalities to assist owner-occupants in the repair, re- 
habilitation and improvement of their homes. The municipalities are responsible 
for administering these funds, which are used in making both forgivable and repay- 
able loans up to a maximum of $7,500, to owner-occupants whose adjusted annual 
family incomes, as described in the regulations, do not exceed $12,500. The muni- 
cipalities retain the capital and interest payments arising from loans being repaid 
and redistribute the funds in accordance with the regulations. 





| From the inception of the Ontario Home Renewal Program (OHRP) in 
September 1974 to September 30, 1978, in excess of $85 million was paid by the 
Ministry of Housing to over 600 municipalities participating in the program. Our 
review of payments to a number of municipalities revealed the undernoted defici- 
encies as at September 30, 1978: 





{ 


| — Four municipalities had failed to utilize a significant portion of grants 
paid to them during 1975 and 1976. One of these municipalities, which 
received approximately $566,000 on March 27, 1975, had unutilized 
funds on hand of $347,000. Another municipality, which was reported 
in a prior audit memorandum dated July 13, 1977 as having been granted 
| $133,230 on March 31, 1976, had unspent funds of approximately 
$65,000 on hand. In view of these observations, we recommended that a 
complete review be undertaken of all grants paid to date and repayments 
| of unutilized funds requested from the municipalities concerned, as em- 
powered by legislation. 


— Procedures of the Ministry require municipalities to submit a Quarterly 

| Activity Summary. We noted that six municipalities had not submitted 
this summary since March 31, 1977 while another seven municipalities 
had not submitted the summary since receiving OHRP funds during the 
period May to August 1977. Management has acknowledged a lack of 
follow-up and has agreed to take corrective action. 


— Regulation 764/76 made under The Housing Development Act requires 
each municipality to establish a fund and deposit in the fund all moneys 
received pursuant to the regulation, all moneys received in repayment of 
loans made under the regulation and all interest accruing thereon. To en- 
sure proper accounting and compliance with legislation, we recommended 
that audited financial statements of the fund be requested from larger 
municipalities, for example, those with a population of over 10,000. We 
further recommended that a provision for audited financial statements, 

to be submitted annually by such municipalities, be incorporated in the 

Municipal Responsibilities and Functions Guide provided to assist par- 

ticipating municipalities in the delivery of OHRP. 


The following response was received from the Ministry on April 25, 1979: 


“Your observation that OHRP funds in four municipalities were under util- 
| ized is acknowledged. These grants were made in the early stages of the pro- 
' gram when it was Ministry policy to automatically grant at least 50% of the 
requested amount or a minimum of $29,000, where program guidelines were 
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met. The four noted municipalities were new applicants with no previous | 
record of expenditure, and received funds in accordance with the above out- | 
lined Ministry policy. No further funds have been advanced to these or any - 


it 
other municipalities with unutilized funds. | 


“A complete review of all grants paid to municipalities is now under way. This 
review by the Ministry could result in the recall of unutilized funds from 
specific municipalities where the program is not active. | 


“Your comment respecting the Quarterly Activity Summary ts noted. T. his” 
report was not required at the inception of the program and was introduced | 
by the Ministry during the latter part of the 1976-77 fiscal year. The Ministry | 
experienced some difficulties in obtaining these reports for a variety of rea- | 
sons including lack of municipal expertise and change in municipal adminis- 
tration. 





| 
“Until very recently the Ministry was monitoring quarterly reports for 617 | 
municipalities on a manual basis. These manual records have now been com- 
puterized and the Ministry is able to initiate follow-up action more promptly. | 
| 


“Your recommendations that municipalities be required to submit audited 
financial statements of the fund established for the operation of OHRP grants | 
is accepted. The Ministry is currently examining the development of guide- 
lines for the use of Municipal auditors respecting reporting on the status q! 
OHRP grant funds.” 


" 
| 
| 


67. Observations Re Tourism Marketing Development Operations, Ministry of) 
Industry and Tourism. During the year, we completed a detailed review of the 
Ministry’s Tourism Marketing Development Activity, dealing essentially with the | 
objectives of this Activity and the measures being used to assess the effectiveness 
thereof. Expenditures for this Activity amounted to $10.5 million for the year 
ended March 31, 1979. 


The objectives of this Activity are to: 
— Encourage more Canadians to vacation in Ontario. 
— Stimulate more long term American visitors to Ontario. 


— Capitalize on the large potential that exists in prosperous Western Europe 
and Japan. 


— Improve tourism awareness and hospitality attitudes. 


Although the objectives specify “Canadians” and “Americans”, the mass media 
advertising strategy of the Ministry has concentrated for the most part on three 
Canadian markets, namely, southern Ontario, Montreal and Winnipeg, and on ten 
states of the U.S.A. Other areas of Canada and the U.S.A., therefore, remain rela- 
tively unexposed to the Activity’s advertising output. 


According to Ontario Statistics, 1978, Ontarians/Canadians are increasing | 
their travel to the United States and Americans are coming to Ontario in decreas- 
ing numbers. These results do not necessarily mean that this Activity has proven 
ineffective, for it is recognized that many other factors influence travel plans — 
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weather, cost of living, etc. However, we felt that the objectives of the Activity are 
not sufficiently well defined to permit any meaningful evaluation of achievement 
level. For example, the terms “more”, “capitalize” and “improve”, which are stated 
in the marketing objectives, should be quantified to the extent possible. 





Canadian (domestic), U.S.A. and overseas marketing plans are prepared 
annually by the Tourism Marketing Branch to pursue the attainment of the pre- 
viously mentioned objectives. The basis for strategies is management experience 
and judgement together with information from advertising awareness surveys. In 


our opinion, such experience and judgement, when reinforced by factual and ana- 


lytical data from marketing research, is a sound foundation from which effective 


marketing strategies can be developed. 

| We recommended that management and the marketing research section under- 
take the challenge to develop more factual and analytical research data for the 
better evaluation of marketing activities. Surveys should be directed at establishing 
linkages between the individual marketing activities and fluctuations in tourist visi- 
tations. In this regard, we noted that instead of the annual advertising awareness 
and recall surveys, terms of reference dated June 21, 1979 had been drafted to 
evaluate the Spring/Summer 1979 advertising campaign through contact with indi- 
viduals who had requested travel information from the Branch. The results of these 
surveys, together with further market research and travel demand surveys, should 
be beneficial in directing marketing strategies and developing attainable and mea- 
surable marketing objectives. 


Advertising 


Expenditure for mass media advertising for the 1978-79 fiscal year was $4.9 
million, accounting for 47 per cent of the Tourism Marketing Development expen- 
diture. 


Measures of advertising effectiveness are considered essential to ensure good 
dlanning and control of advertising. Without measurement, poor advertising efforts 
nay be repeated and effective efforts abandoned. For a number of years the Minis- 
ry has measured, using external consultants, the post-communication effect of its 
annual advertising campaigns through awareness studies conducted in four Ameri- 
-an and three Canadian cities. The following is a four-year summary of the results 
of these surveys. 


American Cities 


1975 1976 1977 1978 

% % % % 

meeOntario advertising ..s.6..0. bectcecsiscelecdeereccceceens 74 73 62 57 

Menten erecalleds ise s..xeetd.. Oe. tocenae Acasa 54 55 46 37 

BTECETO ViSit ONtATIO. j.,.c6..26cecceesusccagiacnossdeuneeinconsne 4 2 4 4 

| Canadian Cities 

Beemeecntario advertising “i. siciili....0ciescssccsesdsesteces Si 58 52 54 
TREE RRS eae oe en ery ee ee 39 43 38 36 

MPETEALOLVISIt ONCATIO: cc. cieioececscchendsoceatesssicnesicrasdenees 9 5 8 11 


Jue to the numerous sources of advertising for Ontario and Canada, the Ministry’s 
idvertising campaign is considered as performing a cumulative function, adding its 


| 


| 
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weight to other tourism advertising. As a result, the effect of such other advertising, | 
in most cases, cannot be removed from the results of the surveys. | 


It is interesting to note the decrease in awareness and recall levels in the 
American Cities schedule in spite of the advertising objective “to increase the” 
awareness of Ontario’s vacation appeals among Americans . . .”. We understood | 
that the 1977 decreases of 11 and 9 percentage points in awareness and recall of | 
Ontario advertising in American cities resulted from the decision to discontinue, | 
due to its costly nature, the use of television advertising. In this regard, reference 
should be made to our previous recommendation in regard to measuring adver- 
tising effectiveness, together with preliminary action by the Ministry. 


Hospitality Attitudes and Tourism Awareness Program ( HATAP): | 
“We Treat You Royally” : 
OBJECTIVES | 

The objectives of this program, which commenced in the 1978-79 fiscal year, | 
are as follows: 


1. To improve management attitudes towards training personnel in the On- 
tario hospitality industry. | 


2. To increase awareness among Ontario citizens of the importance of tour-) 
ism to the economy of the Province. 


3. To pre-dispose Ontarians to actively welcome visitors from other areas. 


As far as we could determine, no research studies were specifically conducted by) 
the Ministry to substantiate whether any expressed concerns were significant enough | 
to warrant the launching of this program. Apparently the program was conceived. 
in response to pressure from the Ontario tourism industry. In our opinion, a valid. 
assessment of the program’s effectiveness cannot be made, since no quantitative | 
data was collected at the outset against which results can be measured. . | 


With regard to objectives 2 and 3, an investigation of the proposed project. 
conducted during its identification (feasibility) phase by a public relations firm, 
indicated that it was unable to establish any general antagonism towards tourists — | 
Americans or otherwise. In fact, there were more examples of tourists reacting 
warmly to the Canadian environment. Additionally, the Ministry’s 1977 and 1978 
mass media advertising awareness studies reported that among Americans polled, | 
Ontario was rated better than good as to friendliness. We felt, based on the pre- 
ceding information, that Ontario does not have a perceived reputation as an in-- 
hospitable vacation destination. Further, in August 1978, the results of a survey 
conducted to assess the effectiveness of HATAP’s first campaign indicated that 
84 per cent of those polled felt that tourism was indeed important to their area. 


FINANCING 


On April 11, 1978 Management Board of Cabinet approved an authorization 


for commitment to engage a public relations firm to design and implement a ‘“‘Tour- 
ism Awareness Program”’. 
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) Three firms were invited to submit proposals and, after a review by the Minis- 
_try’s Selection Committee, a recommendation was made and approved by Manage- 
_tnent Board of Cabinet on May 9, 1978 to hire a firm to design and implement a 
“Tourism Awareness Program”. The agreement was to take effect on the date of 
the award and terminate May 1, 1980. Estimated financial costs for the program 
_ were stated as being $125,000 and $150,000 for fiscal years 1978-79 and 1979-80 
| respectively. The decisive factor in the Committee’s recommendation to hire the 
firm was the evaluation criterion (one of seven listed), “Immediate availability of 
such key personnel to launch the program to meet the urgency of the situation”. 
The recommended firm had been involved in the Ministry’s proposed tourism 


_ awareness campaign since December 1977. As noted earlier, the “urgency of the 
_ Situation” was not apparent to us. 


On September 27, 1978 the Ministry requested approval from Management 
Board of Cabinet for an additional amount of $335,000 in 1978-79 as it became 
apparent at the design stage of the program that its objectives could not be achieved 
to an acceptable degree with the initially assigned budget. No additional funds re- 
quirement for fiscal year 1979-80 was indicated. A summary of the original and 

revised requests for 1978-79 follows: 








Original Revised 
$ $ 
Newsletter eee ee ae 25,000 23,000 
SUV ECES a rr eet nee Phe nee Ce eS och stg: 40,000 215,000 
Me rehandising erat ee te 60,000 129,000 
ATOINING Soca tee oo 30,000 
Byvents: Lie-1 60 Wen ic ens — 43,000 
Grey. Gup Parades. Secu ces. Suiice — 20,000 
125,000 460,000 


Approval for the additional funds was received from Management Board of Cabinet 

on October 23, 1978 with the understanding that the Ministry would submit, prior 
to the 1979-80 Estimates Review, details of the specific results to be achieved and 
the criteria by which the success of the program would be measured. At the con- 
clusion of our field work at the end of July 1979, this condition had not been ful- 
filled. 


No agreement was entered into with the public relations firm in respect of the 
‘original approval by Management Board of Cabinet. However, on June 27, 1978, 
‘prior to Management Board of Cabinet’s approval to enlarge the program, the 
“Ministry signed an agreement with the firm for an amount not to exceed $672,000 
‘during the period ending May 1, 1980. Program expenditure to March 31, 1979 
‘totalled $605,630, therefore exceeding the revised approved amount for the year 
by $145,630. 


Based on the program budget of $575,000 for 1979-80, we noted that the 
total expenditure is expected to be about $1.2 million, a figure some $500,000 in 
excess of the agreement amount. In effect, the anticipated program expenditure will 

__ be about 4 times the originally conceived amount of $275,000. 


| The preceding comments were included in our memorandum of September 
, | 18, 1979 to the Ministry. As at the date of this Report, September 28, 1979, the 


: | 
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Ministry has not had sufficient time to reply. As a result, we are unable to present 
its view on the matters raised. 


68. Comments on Hamilton-Wentworth Review Commission, Ministry of Inter- 


governmental Affairs. The Hamilton-Wentworth Review Commission was estab- | 
lished by Order in Council 2588/77 to examine, evaluate and make appropriate . 
recommendations on the structure, organization and operation of local govern- | 
ment within the Regional Municipality of Hamilton-Wentworth. The costs of they 


Commission for the first year 1977-78 amounted to $337,797 and for the period 
April 1 to August 31, 1978 amounted to $55,709. 


The Commission has made extensive use of consultants, and contracts cover- 


ing their services were reviewed during a Ministry audit. We found that of five 


contracts reviewed, four had been awarded without requesting a minimum of three | 
quotations. In the one case where the minimum number of quotations had been > 


requested, the consultant with the highest price was accepted. Contracts amount- | 


ing to $73,638 were drawn up with this consultant, but a total of $103,962 was 


ultimately paid. This total was comprised of the following: 


Contract price sia ik bec aie ease enced ne ee $ 73,638 
Estimated travel and out of pocket expenses not included 
Tite's std 231 c eee eee Ne NNER Meneame ERE TO RAEE INE fy Monnens. Sees 3,000 
Payments to municipal auditor for collection and documentation 
Ofi1972 financiale data io ok ee AS eo eee ae 7,510 
Special services: for writing:of final report ..3:)<.c65.-., ae 8,318 
Commission’s contribution to consultant’s overrun costs: 
a maximum of 15 per cent of contract price was paid ........ 11,496 
$103,962 


Six thousand copies of the report of the Commission were printed in May . 


1978 at an approximate cost of $25,000. One thousand copies were delivered to 


the Publications Service of the Ministry of Government Services and 1,746 copies | 


were distributed to the municipalities in the region, local libraries and other inter- 


ested parties. The remaining 3,254 copies were delivered to the Local Government | 


Organization Branch of the Ministry. We understood that this Branch will provide 
copies of the report free of charge to interested parties, while at the same time the 
Publications Service is attempting to sell its copies at $4 each. It was not clear to 
us what goal was intended by using both methods of distribution. 


The foregoing comments were included in our memorandum of April 25, | 


1979 to the Ministry. We have no record of a reply as at September 28, 1979, the - 
date of this Report. Therefore, we are unable to present the Ministry’s views on the — 


matters raised. 


69. Rationale for Grant Payments Queried, Ministry of Intergovernmental Affairs. 
The Audit Act, 1977, section 13 permits the Auditor to perform an inspection audit 
In respect of a payment in the form of a grant from the Consolidated Revenue 
Fund. In this connection, the records of certain grant recipients were reviewed. 


The Municipal Liaison Committee was formed in 1969 by Ontario’s municipal 
associations to establish a forum for the discussion of mutual concerns and to act 
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‘as a spokesman for the municipal governments of the Province. The Committee 
“has received annual grants of $50,000 from the Ministry in recent years, and since 
1977 it has also received grants from its four constituent members. Grants from 
‘the constituent members totalled $10,000 for 1977 and exceeded that amount for 
1978 according to the records of the Committee as at October 31, 1978. Three of 
'the four constituent members are municipal associations which also receive grants 
‘from the Ministry. In 1977 one of these associations contributed $1,000 to the 
‘Committee which was equal to the grant it received from the Ministry, and another 
contributed $2,000 which was equal to two thirds of the grant it received from the 


‘Ministry. The need for the grants to these two associations therefore seemed ques- 
tionable. 


The Association of Municipalities of Ontario was formed in 1972 with objects 
which included the representation of municipalities collectively and the procure- 
‘ment of the enactment of legislation advantageous to the municipalities of Ontario. 
‘The Association received a grant of $50,000 from the Ministry during 1977 and 
‘paid a grant of $5,000 to the Municipal Liaison Committee. There also appeared 
to be some duplication of purpose between this Association and the Municipal 
Liaison Committee, since both make representations on behalf of Ontario munici- 
palities to the Provincial Government. We recommended that the matter of over- 
lapping services being provided by municipal organizations be considered when 
determining future grants to these organizations. 


The foregoing situation was commented on in our memorandum of April 25, 
1979 to the Ministry. As at the date of this Report, September 28, 1979, we have 
no record of a reply. We are, therefore, unable to present the Ministry’s views on 
the subject matter. 


70. Significant Coding Errors Re 1977-78 Public Accounts, Ministry of Northern 
Affairs. Our initial audit of the Ministry of Northern Affairs covered the period 
from its establishment on April 1, 1977 to July 31, 1978. 


During the course of our audit, we found that 1977-78 expenditures in a 
number of cases either had not been charged to the proper Program and Activity, 
or had not been recorded in the correct Standard Accounts Classification within 
the Activities. The following table represents a summary of the net effect of such 
coding errors: 
| 
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Ne oe | 
Overstatement Understatement | 


$ $ 
Northern Communities Assistance Program: 
Community Priorities Activity — 
Acquisition/Construction of physical assets ........ 893,382 
Transfer payments ...........c:cccec erate eteteeees 1,062,702 7 


Townsite Development Activity — 
Sor vided cc he Se ee eet 205,403 


Transfer payments ............c:ccceeeseeteerereee certs 205,403 | 

Isolated Communities Activity — 
Supplies and equipment ..............:: ee 372,532 
Transfer payMent ...........cccccce rises reeeneeeteeens BT2, 532 | 
Regional Priorities and Development Program: 


Regional Priorities Activity — | 
op (oY co Sa eet A 6 EE A Aare RE ER EY rs emer 1,321,644 


Acquisition/ Construction of physical assets ........ 1,451,043 


Northern Roads Activity — 
Acquisition/ Construction of physical assets ........ 321,348 


Resource Access Roads Activity — 
Acquisition/ Construction of physical assets ........ 38,689 | 


Remote Airport Development Activity — 
Acquisition/ Construction of physical assets ........ 39,921 


Rail and Ferry Services Activity — 
TYansler PAVIMCMtS) jcch mocisdgyes Picante Meera nei 282,659 


3525 5,022 3,283,629 


Accordingly, the figures compiled for presentation in the Public Accounts of | 
Ontario for the fiscal year 1977-78 did not show a true picture of the Ministry's | 
financial transactions. 


The preceding understatement of $282,659 regarding the Rail and Ferry 
Services Activity relates to expenditures applicable to the Moosonee Ferry” 
($208,649) and a barge for Lake Nipissing ($74,010). These payments were | 
made to the Ontario Northland Transportation Commission, which operates the | 
ferry and appears to have title to the barge, and were charged to the Northern 
Roads Activity (Acquisition/Construction of physical assets). In our opinion, 
these expenditures represented transfer payments, and should have been charged 
as such to the Rail and Ferry Services Activity. 


It should be noted that, had these expenditures been charged to the Rail and © 
Ferry Services Activity, the total expenditure for this Activity would have amounted — 
to $10,856,669, as opposed to the total appropriation of $10,575,000 for the | 
Activity. | 


In their February 28, 1979 reply to our memorandum, the Ministry stated © 


Le such expenditures are now paid for through “the M.T.C. Maintenance 
udget’’. | 


. The Ministry also acknowledged the other coding errors contained in the pre- 
ceding table and stated, in part, that steps have been taken “to improve the sys- 


tem of coding of expenditures. This should result in better accuracy in the recorda- 
ing of expenditures’. 
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71. Apparent Overexpenditure of Agricultural Development Activity, 1977-78 
‘Public Accounts, Ministry of Northern Affairs. In the 1977-78 fiscal year, the 
‘Agricultural Development Activity of the Ministry included transfer payments 
relating to subsidies for the costs of fertilizer and seed, and transportation of hay 
and limestone, as well as grants to agricultural and horticultural societies. Ministry 
officials stated that the authority for payment of these subsidies was Order in 
Council 384/77, dated February 9, 1977, which established the Northern Ontario 
‘Agricultural Development Assistance Program. Hay transportation assistance was 
‘stated to be authorized under this program, but expenditures relating to such 
assistance and amounting to $218,337 were transferred from the Agricultural 
Development Activity (903-5) to the Regional Priorities Activity (903-1). If the 
hay transportation assistance had remained as a charge to Agricultural Develop- 
ment, the appropriation of $555,000 would have been exceeded by $201,977. 
Under these circumstances, we felt that the sum of $218,337 should not have been 
transferred. A request to increase the Agricultural Development appropriation 
should have been made to Management Board of Cabinet. 





The Ministry replied to our comments on February 28, 1979: 


“The Hay Transportation Assistance program was part of our special drought 
relief assistance efforts. This expenditure was made in response to an emerg- 
ency situation and could be viewed as an expenditure similar to those made 
as a result of the Cobalt fire.” 


We note, however, that expenditures made as a result of the Cobalt fire were 
authorized by a Special Warrant. 


72. Late Deposit and Recording of Taxation Revenue, Ministry of Revenue. In 
March 1979, the Department of National Revenue (Canada) had determined the 
final amount of Ontario Income Tax due to the Province of Ontario for 1977, 
as follows: 


Ontario Income Tax $32,344,981 
Less: Ontario Tax Credits $5,554,531 


| Tax Credit Administration Fees 4,322,704 O87 1,239 
$22,467,746 





According to a letter dated March 27, 1979, from the Director, Federal-Provincial 
Relations Division, Department of Finance (Canada) addressed to the Deputy 
Minister of the Ministry of Treasury and Economics, this amount was deposited 
to the credit of the Province of Ontario on April 2, 1979 at the request of the 
Ministry of Treasury and Economics. We did not understand why this arrange- 
ment was made, since the agreement with the Government of Canada pertaining 
to the collection of income tax required the payment to be made on or before 
March 31, 1979. The course of action taken resulted in the payment from the 
Government of Canada in the amount of $22,467,746 being credited to revenue 
in the 1979-80 fiscal year rather than in the 1978-79 fiscal year. 


The delayed payment also resulted in a loss of revenue to the Province. 
If payment had been received on the last business day of the fiscal year (March 


| 
| 
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30, 1979) the Province would have had the funds four days sooner. Interest in 
the amount of $17,235 could have been earned on this sum for four days at the 


short term rate at that time (7 per cent). 


On August 22, 1979 the Deputy Minister replied as follows: 


“As stated in your memorandum, the final amount of Ontario Income 
Tax due to the Province of Ontario for 1977 was, contrary to the agree- 
ment with the Government of Canada which calls for payment to be 
made by March 31st, deposited to the credit of the Province of Ontario 
on April 2, 1979, on instructions from the Ministry of Treasury and 
Economics. That Ministry subsequently confirmed to us that the amount 
was to be credited to the 1979-80 fiscal year. 


“The fact that this payment was not in transit as at March 31, 1979, and 
therefore credited to the 1979-80 fiscal year in accordance with Account- 
ing Policy Statements and Instructions, was set out in my annual report 
to you on Federal/Provincial Agreements, which was forwarded on 
April 24, 1979.” 


We are aware that this amount was not in transit as at March 31, 1979. 
However, as far as we could determine, the reason for this delayed payment 
was the request from the Ministry of Treasury and Economics that it not be 
deposited until April 2, 1979. As previously stated, we did not understand why 
this arrangement was made. 


73. Observations Re Revenue Collected under The Provincial Land Tax Act, 
Ministry of Revenue. Generally, land situated in territory without municipal 
organization is liable to tax under The Provincial Land Tax Act. Revenue col- 
lected under the Act amounted to $2,216,234 and $2,260,758 in the fiscal years 
1977-78 and 1978-79 respectively. Our review of the Provincial Land Tax Register 
and the underlying records disclosed the following: 


1. The land assessment activity formerly carried out by the Ministry of 
Natural Resources has been discontinued and the assessment of land at 
current values for Provincial Land Tax purposes is far in arrears. A com- 
parison was made of the assessed value of certain parcels of land with the 
prices at which the last conveyances were made. Discrepancies were ob- 
served in some of these cases, such as the following: 


Date of Last Assessed Date of Last Consideration 
Assessment Value Conveyance on Conveyance 
$ $ 

UA SUIS e197 Ate aah 05.98 vee dite 410 

PENTEL S OL ee IR gen PR ad Lyk 410 M 

Be a eee ah BY 1974S et ae ee eee 85,000 

COL aryerl 975 Stes Mee i 6,830 May 119763 44:25.05 eet 110,000 

OClOUCIALD a menca a Sivinhh cue ak 27,146 Septeniben e977, ce. eee 139,000 

MODOC DOL a9) Giga ic! ce catscadennca & 7,700 May: 197 Se cere ae ee 260,000 

NBR SCS) “LIES Wo Ete mer eee 6 ee a 2LO AUISUSE Gh 909 ee ee 74,500 

|S) Dees (IGA CaN ale ed a oe ame fee) 9,200 October "19730 es. 84,000 
54,206 752,500 





Tax ape1 [6 oe Wino ek ae 813 11,287 
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Therefore, approximately $10,000 in annual tax revenue was lost due to 
the failure to use the current market values in computing Provincial Land 
Tax in the above cases alone. It is evident that the total tax loss could 
therefore be quite substantial. 


2. The annual interest charges on unpaid accounts which were to be imposed 


as of April 1, 1978 were omitted in the computer update runs and have 
not been posted to the records. The amount of interest not charged was 
understood to approximate $17,000. 


3. There was insufficient evidence to form an opinion as to whether or not all 
land in the Province subject to Provincial Land Tax has been listed in the 
Provincial Land Tax Register. It is known that some land sold or leased 
by the Ministry of Natural Resources is not listed in the Register although 
the land appears to be subject to Provincial Land Tax. 


4. Caution notices had not been filed in respect to over 1,000 properties 
which had become subject to forfeiture proceedings because of non- 
payment of tax arrears. 


5. Some balances representing tax arrears on forfeited properties had been 
deleted from the accounts without authority of Order in Council. 


6. Accounting procedures provide for the billing of the Provincial Land Tax 
on some lands on a “consolidated account” basis. In the period under 
audit, some of the “consolidated accounts” were discontinued and the 
taxes for the land were reported to have been transferred to an “open tax 
roll” billing basis. It was not possible for us to verify that all such tax 
charges had been transferred accurately. 


We recommended that the Audit Services Branch of the Ministry of Revenue 
be requested to make a comprehensive study of the Provincial Land Tax Program 


to determine in particular what measures are required to ensure that: 


(a) all land subject to Provincial Land Tax is entered in the Provincial Land 
Tax Register; 


(b) all land entered in the Provincial Land Tax Register is assessed on the 
basis provided in the legislation; 


(c) the computerized system and the supporting staff can adequately main- 
tain the Provincial Land Tax Register on an ongoing basis and collect 
the taxes on the land listed therein. 


On March 21, 1979 the Deputy Minister of Revenue replied as follows: 


1) Land Assessment Activity 
“For several years, the Ministry of Natural Resources performed the property 
assessment function for land situated in unorganized areas of the Province. 


“When the land tax programme was transferred to the Ministry of Revenue 
in 1972, the Ministry of Natural Resources agreed to continue with the assess- 
ment function as it supplemented its land use control programmes and had 
the resources available in the north. However, as the assessment activity was 
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carried out on a part-time basis, it became apparent that all regions would 
not be fully assessed at current assessed values in a systematic manner over 


a predetermined time period. 


“Tt was felt that the Assessment Division of the Ministry of Revenue should 
take over the assessment function under The Provincial Land Tax Act as it 
was already performing this activity for organized areas of the Province. After 
discussions took place for a considerable period of time between the Minis- 
tries, it was decided that the Ministry of Revenue would take responsibility 
for the assessment function. 


“On April 1, 1978, our Assessment Division commenced its new responsi- 
bility. In that year it matched the properties in school board districts, listed 
on the assessment roll maintained by the Corporations Tax Branch and the 
assessment rolls maintained by the regional assessment offices. In addition, it 
raised assessments in some locations where new establishments and mobile 
home communities were created. 


“For 1979, Assessment Division will be examining those properties not lo- 
cated in school districts to ensure that all properties are on its rolls. 


‘Tt is this Ministry’s objective to have current assessment values on all prop- 
erties subject to The Provincial Land Tax Act recorded as quickly as is 
economically feasible.” 


2) Annual Interest Charge 

“The interest charges which were to be imposed on April 1, 1978 were posted 
to the accounts in December 1978 and were included in the January 1979 
land tax billing. The delay was due to computer programme revision prob- 
lems.” 


3) Land Sold or Leased by the Ministry of Natural Resources 


“I have asked my officials to investigate those properties sold or leased by the 
Ministry of Natural Resources which are not, as you state, in the register.” — 


4) Cautions 


“With respect to properties eligible for cautioning, approximately 450 cautions 
were registered in 1978, while 190 were registered in 1977. Operating eco- 
nomics do not allow us to keep the eligible caution inventory to zero, but this 
does not result in a loss of revenue, only to a delay. 


“It should be noted that of the 1,000 accounts mentioned in your report, 
about 20% cannot presently be cautioned because their is insufficient property 
description for registration at the registry offices. This problem will be re- 
moved with field examinations of properties not in school districts.” 


5) Written-off Accounts 


“Some balances representing tax arrears on forfeited properties have been 
inadvertently written-off without authority of Order in Council. These write- 
offs will be reversed at the March 31, 1979 year end and submitted with Cor- 
porations Tax proposed write-offs in September 1979 for approval for write- 
off by Order in Council.” 








| 


_ account in a continual overdraft position had been reported in our two prior audit 
_ memoranda. Reference has also been made previously to the Ministry of Treasury 
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6) Billing on a Consolidated Account Basis 


“It is our intention to drop the consolidated account service that we have 
provided in the past. The few corporations to which this service is provided 
cause a disproportionate amount of work because of continuous property 
transactions. Also, the problem mentioned by you will be eliminated when 
the consolidated billing is dropped.” 


Audit Services Branch 


“I have forwarded a copy of your report to the Director, Audit Services 
Branch for his comments with respect to your recommendations.” 


74, Continuing Overdraft Position of Accountable Advance, Ministry of the 
Solicitor General. The maintenance of the Ministry’s accountable advance bank 


and Economics Accounting Policy Statement number 402, dated September 1976, 


_ which states that accountable advance bank accounts may not be overdrawn at any 
time. 


During the course of our current review, we noted that in July 1978, after 

acknowledging that there was a serious problem, the Ministry of Treasury and 

Economics approved an increase of $200,000 to the Ministry’s advance and recom- 
| mended administrative actions as follows: 


| 


— that claims from Head Office and Ontario Provincial Police (OPP) dis- 
| trict offices be submitted more frequently; ideally, Head Office claims on 
a daily basis and as a minimum once per week, and OPP district office 

claims on a weekly basis and as a minimum twice per month; and 


— reduce the advances, totalling in excess of $450,000, made to OPP dis- 
trict offices. 


Despite the increase of $200,000, received by the Ministry in August 1978, 
the bank account balances at the end of September and October were in over- 
draft positions of $339,660 and $234,488 respectively. We were advised that 
corrective action to remedy this situation had commenced. 


On March 19, 1979 the Ministry commented as follows: 


“The account remains in an overdraft position, contrary to the Ministry of 
Treasury and Economics accounting policy #402.1. In order to rectify this 
situation, an application was made to the Ministry of Treasury and Economics 
on February 18th, 1978, for additional funds. As a result the advance was 
increased by $200,000. This increase was less than half the amount of the 
increase requested by the Ministry. 


“Effective April Ist, 1979, procedures have been changed so that O.P.P. 
District Office claims will be made twice a month as recommended by staff 
of the Ministry of Treasury and Economics. Also, the revised procedures are 
designed to reduce the amount of advances to O.P.P. District Offices. 
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“1+ must be noted that the emergent nature of the services provided by the | 
O.P.P. may require immediate funding. In such instances the accountable ad- — 
vance system best meets this requirement. Therefore, it is entirely possible — 
that overdraft situations may occur and continue if adequate funding is not 
initially provided for the account. 


“4 continuing system for monitoring the accountable advance position is in 
operation and any further action will be based on the evaluation of this 
system.” 


75. Non-Recovery of Costs of Policing Municipalities, Ministry of the Solicitor 
General. In section 117 of our 1974-75 Report, comment was made that al- 
though several municipalities were paying for policing services provided by the 
Ontario Provincial Police under separate agreements with the Ministry, other towas 
and villages were receiving these services without charge. 


In its December 1976 Report to the Legislature, the Standing Public Ac- 
counts Committee recommended that a method be developed to rationalize the 
costing of police services to ensure that costs are recovered. 


On April 4, 1977 the Deputy Solicitor General fully outlined for us the 
arrangements made whereunder regional municipalities would either take over the 
policing function or assume the costs thereof. On February 27, 1978, however, he 
advised that the question of paying for policing services was part of an overall 
study being made of the police funding process in Ontario and that it was under- 
stood that a report would be submitted to Cabinet in the near future. At the con- 
clusion of our current review in December 1978, however, the matter had not 
been resolved. 


The Deputy Minister responded to our comments on March 19, 1979: 


“As the Auditor's Report points out, the finance and organization of policing 
services in the Province of Ontario has been a subject of concern for quite 
some time. Numerous studies have been carried out and reports made but the 
issue remains, more or less, unchanged. As late as February 27th, 1979, the 
Cabinet Committee on Justice, at its Policy Meeting in Niagara-on-the-Lake, 
was made aware of the current situation and the question was raised as to 
‘user pay’ for policing services throughout the province. The Cabinet Com- 
mittee on Justice decided to add the item to its agenda for discussion at a 
later meeting. Accordingly, the matter is now in the hands of the Provincial 
Secretary for Justice.” 


76. Report of The (Federal) Royal Commission on Financial Management and 
Accountability. The Federal Royal Commission on Financial Management and 
Accountability, chaired by Mr. Allen Thomas Lambert, was established by Order 


in Council dated November 22, 1976, as revised and amended on December 24, 
1976 and January 13, 1977. 


AS background, the reasons for the establishment of this Commission, as 
set out in the original Order in Council, were the unprecedented demands placed 
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on government by the growth in its responsibilities and programs; a desire to 
ensure the efficiency and probity in the public service of Canada; a serious con- 
cern about the adequacy of financial administration in government for establish- 
ing effective control over, and accountability for, public funds; and the need to 
achieve the effective use of resources, the avoidance of waste, and increased pro- 
ductivity in government. 


Accordingly, the Commission was directed “to examine and report on the 
management system required in the inter-related areas of: 


(i) financial management and control, 


(ii) accountability of deputy ministers and heads of Crown agencies 
relative to the administration of their operations, and 


(iii) the evaluation of the administrative performance of deputy ministers 
and heads of Crown agencies, 


and the interdepartmental structure, organization and process applicable thereto, 
including in particular: 


(a) the development, promulgation and application of financial manage- 
ment policy, regulations and guidelines by central agencies, 


(b) procedures to ensure that, 


(1) necessary changes in policy, regulations and guidelines are identi- 
fied, and 


(2) policy regulations and guidelines are adhered to, 


(c) systems and procedures to ensure effective accountability to government 
and, where appropriate to Parliament, of the administration of govern- 
ment departments and agencies, and 


(d) the organization necessary in central agencies, government departments 
and Crown Agencies to achieve the foregoing.” 


The final report of the Commission, containing twenty-two chapters, was 
issued in March 1979. A summary of the recommendations contained therein, by 
chapter, has been reproduced as Exhibit 9 to this Report. 


During the course of reviewing these recommendations, we found that many 
are already either fully or partially in place in Ontario. However, we believe that 
several other recommendations should be seriously studied with a view to their 
implementation in Ontario. In some cases, appropriate modification would be 
tequired due to the difference in organizational structure as between the federal 
and provincial levels of government. 


| In this regard, a memorandum, setting out our views as to the recommenda- 
tions which should be considered for implementation in Ontario, was sent to the 
Secretary of Management Board of Cabinet on July 26, 1979. 


In his reply to our memorandum, dated August 27, 1979, the Secretary 
stated, in part: 


“My staff and I have reviewed the recommendations carefully, and we share 
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your view that some of them have relevance to the situation in Ontario. In | 
these cases, we will propose appropriate action to the Government.” | 


A copy of our memorandum was also provided to the Deputy Minister of 
Treasury and Economics who, on September 18, 1979 advised us, in part, as 


follows: 


“We shall continue our efforts in the areas you mentioned and on which I 
have commented.” 


77. Expenditure of Royal Commissions. Royal Commissions are defined in the 
Ontario Manual of Administration as investigatory bodies appointed by Order in 
Council under the power of The Public Inquiries Act. During the year ended 
March 31, 1979 expenditure was incurred in respect of 13 Royal Commissions. 
Expenditure detail, which is reflected in Volume 3 of the 1978-79 Public Accounts 
for all of these Commissions, may be summarized as follows: 





Cumulative 
Status Expenditure 
Date at March Expenditure to March 
Subject Matter Established 31, 1979 1978-79 31, 1979 
$ $ 
Toronto Jail and 
Custodial “Services; 7.22 25../4/2-. Oct 9/74 Completed 74,765 932,444 
Electric Power Planning .............July 17/75 In Process 1,085,844 4,278,390 
Violence in the Communications 
REISER Rte ee ere May 7/75 Completed 16,342 2,239,668 
Algoma University College .......... Mar 10/76 Completed 10,280 245,330 
Freedom of Information and 
Individual Privacy ..................... Mar 30/77 In Process 648,980 978,221 
Aluminum Wiring ............... we: Apr 6/77 Completed 205,492 469,099 
EATER NOTE SIS COT IS a eco Apr 20/77 In Process 444,090 610,377 
Waste Management Inc. May 15/77 Completed 55,560 201,247 
Northern Environment ..... cap SOY LSS In Process 1,087,532 2,563,888 
Hamilton-Wentworth ................. Sept 14/77 Completed 56,695 394,492 
Watering Region 27072 fo oe. Sept 14/77 Completed 287,796 367,000 
Confidentiality of Health 
OU a OY ah EN eileen RN eR cael Dec 21/77 In Process 726,501 800,628 
Discounting and Allowances in 
the Food Industry in Ontario .. Aug 23/78 In Process 126,444 126,444 
4,826,321 14,207,228 


78. Expenditure of Select Committees. 


Select Committees are appointed by order 


of the House to consider matters upon which the House desires information and 
assistance. During the year ended March 31, 1979 expenditure was incurred in 
respect of 5 Select Committees. Expenditure detail is reflected in Volume 3 (Office 


of the Assembly) of the 1978-79 Public Accounts, and may be summarized as 
follows: 
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Cumulative 
Status Expen- Expenditure 
| Date at March diture to March 
_ Subject Matter Ordered 31, 1979 1978-79 31, 1979 
| $ 8 
_ The Corporations Act of the 
Province of Ontario and 
Related Acts and 
fmeeeulations oo... cee eeccceces June 22/65 In Process 248,130 1,828,161 
Report of the 
femeombudsman —.......siccccsseecsssss dh. July 15/76 In Process 117,945 279,661 
Inco and Falconbridge 
LS) SE rr Sn Nov 10/77. Completed 68 £18,232 
_ Ontario Hydro 
Se ee ee ee ae Nov 24/77 In Process pA egal 604,418 
MM ATe? fe ee June 19/78 In Process 88,902 88,902 
976,416 2,919,374 





| 79. Write Off of Uncollectable Accounts. Section 14 of The Financial Adminis- 
tration Act reads as follows: 


“14.-(1) Where a person has an obligation or debt due to the Crown or the 
Crown has a claim against a person, the Treasurer may, subject to any other 
Act affecting such obligation, debt or claim, negotiate and accept a settlement 
in payment and satisfaction of such obligation, debt or claim, or may deter- 
mine that any such obligation, debt or claim is uncollectable. 


(2) The Lieutenant Governor in Council, on the recommendation of 
the Treasurer, may, if he considers it in the public interest, delete from the 
accounts any loss incurred in any settlement or determination made under 
subsection 1... 


(3) The losses deleted from the accounts during any fiscal year shall be 
reported in the Public Accounts for that year...” 


During the 1978-79 fiscal year 10 Orders in Council were passed authorizing 
the deletion of losses from the accounts. Deleted losses totalled $17,454,136 and 
are summarized by Ministry on page 82 of Volume 1 of the Public Accounts. The 
following additional comment is provided for some of the larger write-offs. 


The Ministry of Health wrote off $7,069,000 with respect to 1,651 uncollect- 
able account balances, for Homes for Special Care residents, that had accumulated 
during the period 1964 to 1976. These accounts represented expenditures made, 
pursuant to The Homes for Special Care Act, on behalf of the residents for per 
‘diem rates paid to home operators and for apparel, comforts and drugs. The bal- 
ances remained uncollectable for reasons such as: children under 18 years of age 
not having any assets with the Public Trustee; indigent adults qualifying for allow- 
ances under The Family Benefits Act at its inception on April 1, 1967, but with 
the charges being incurred prior to that date; deceased residents aged 65 or over 
whose estates were insufficient to settle the total indebtedness. 


Over 1,000 uncollectable accounts of the Motor Vehicle Accident Claims 
Fund amounting to $4,025,372 were written off by the Ministry of Consumer and 
Commercial Relations. While most of the accounts had balances of less than 


| 
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$5,000, the three largest write-offs had balances in excess of $50,000 and involved | 
situations where the debtor died as a result of the accident, giving rise to a claim/ | 
judgment against the Fund. The major portion of the total write-offs pertained to | 
claims/judgments, at least 20 years old, on which no payments had been made for | 


at least 7 years. 


The Ministry of Revenue wrote off $2,591,142 with respect to various unpaid | 
taxes and GAINS overpayments. The major write-offs were as follows: ! 


The Retail Sales Tax Act $960,353 ! 
The Corporations Tax Act 586,671 : 
The Ontario Guaranteed Annual : 

Income Act, 1974 (GAINS) 524,050 


80. Board of Internal Economy. Section 85 of The Legislative Assembly Act, | 
as amended, reads: “The Board of Internal Economy may authorize the transfer | 
of moneys from one item of the estimates of the Office of the Assembly to another | 
item within the same vote and the Provincial Auditor shall make special mention | 
in his report of any transfer under this section”. In respect of the 1978-79 Expen- | 
diture Estimates, the following transfer was made within Vote 201: 


$350,000 from Item 13 — Constituency Offices to 
Item 5 — Sessional Requirements. | 


81. Management Board Orders. Section 5 of The Management Board of Cabinet 
Act, 1971 provides that, where an appropriation is exhausted or a sufficient amount | 
was not provided and the public interest or the urgent requirements of the public | 
Service necessitate further payments, the Board may make an order authorizing 
payments to be made against such amounts as it considers proper. 


Fifty Management Board Orders were issued in respect of the 1978-79 fiscal — 
year. In total, expenditure of $64,771,438 was so authorized, representing a signi- 
ficant decrease from the expenditure of $173,871,550 authorized by eighty-five © 
Management Board Orders in the 1977-78 fiscal year. The amounts authorized by 
Management Board Orders averaged approximately $1,300,000 and ranged from 
$2,600 to $20,675,090. A listing of Management Board Orders, showing the 
amounts authorized and expended thereunder, is included as Exhibit 2 to this 
Report. A total of 196 items were included in the Management Board Orders and 
are detailed in the Exhibit. 


By way of additional information, the Management Board Orders with re- 
spect to the 1978-79 fiscal year are summarized as follows by month of issue: 


Month of Issue Number Authorized % 
DclObET A197 86 eben bi ia asshole es 1 $ 159,400 aS 
INovemDen1978t 5G ie a eee 1 245,000 38 
VEY i A! Reg ue ed A le ci 2 806,000 1.24 
Bebruary 1979 2 eet ee ere ne 4 1,122,600 ile 
March UOT Nec an Mia ene ata eee 19 20D. 10 39.99 
PAD DILGLO 108 3 San 4 eo ae ae eee eae 22 36,452,288 56.25 
September: 11979. cise ee ee l 81,000 13 


50 $64,771,438 100.00 
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During our examination of the Public Accounts for the year ended March 31, 
1979 we noted that, in the Ministry of Culture and Recreation Vote 2904-3, Citi- 
zenship and Multicultural Support Program, Translation Services Activity, actual 
expenditure of $345,529 exceeded the voted appropriation estimate of $264,600 
by $80,929. Provision for the necessary additional funds in this appropriation 
required authorization by Management Board Order. This requirement, we under- 
stand, was inadvertently overlooked until August 1979. Subsequently, an appro- 
priate request was made and resulted in the issue of a Management Board Order 
dated September 10, 1979. 


On December 14, 1978 the Legislative Assembly approved Standing Order 
number 51 which reads, in part, “Management Board Orders shall be printed in 


The Ontario Gazette, with an explanation of significant variances from printed 


Estimates”. Accordingly, Management Board Orders numbered one to forty-nine 


were printed in the May 5 and May 19 editions of The Ontario Gazette. It is 


expected that the final Management Board Order will be so printed in October. 


(82. Special Warrants. Section 4 of The Management Board of Cabinet Act, 1971 


provides for the issue of a Special Warrant, when the Legislature is not in session, 


authorizing payment of an amount required to meet an expenditure not foreseen 


or provided for by the Legislature and which is urgently required for the public 


good. 


No Special Warrants were issued during the year ended March 31, 1979. 
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COMMENTS ON CROWN AGENCY OPERATIONS 


83. Introductory Comments. The term Crown Agency for purposes of this seg- 
ment of the Report includes both agencies of the Crown and Crown controlled 


corporations, as defined in The Audit Act, 1977. 


An agency of the Crown was defined in section 1(a) of the Act, prior to an 


amendment effective April 1, 1979, as being “an association, authority, board, 

commission, corporation, council, foundation, institution, organization or other 
body, 

(i) whose accounts the Auditor is appointed to audit by its shareholders or 

by its board of management, board of directors or other governing body, 


ii) whose accounts are audited by the Auditor under any other Act or 


whose accounts the Auditor is appointed by the Lieutenant Governor - 


in Council to audit, 

(iii) whose accounts are audited by an auditor, other than the Auditor, ap- 
pointed by the Lieutenant Governor in Council, or 

(iv) the audit of the accounts of which the Auditor is required to direct or 





review or in respect of which the auditor’s report and the working papers — 
used in the preparation of the auditor’s statement are required to be | 


made available to the Auditor under any other Acct, 
but does not include one that is not affected by The Crown Agency Act.” 


Regarding such agencies, section 9(2) of the Act provides that in instances 
where an agency is audited by someone other than the Provincial Auditor (those 
in categories ili and iv), the audit is to be performed under the direction of the 
Provincial Auditor, and such other auditor is required to report to the Provincial 
Auditor. 


A Crown controlled corporation is defined in section 1(e) of the Act as “a 


corporation that is not an agency of the Crown and having 50 per cent or more of © 
its issued and outstanding shares vested in Her Majesty in right of Ontario or - 
having the appointment of a majority of its board of directors made or approved » 


by the Lieutenant Governor in Council.” 


In the case of these corporations, section 9(3) of the Act provides that in 
instances where such a corporation is audited by someone other than the Provin- 


cial Auditor, such other auditor or auditors are required, upon completion of the — 
audit, to deliver to the Provincial Auditor a copy of the audited financial state- 


ments together with a copy of the report of their findings and recommendations to 
management (i.e. management letter). Additionally, the Provincial Auditor has 
access, if required, to the working papers and other documents related to the audit 
of such corporations. 


A listing of agency of the Crown and Crown controlled corporation audits, 


by category, for the year ended March 31, 1979 is included as Exhibit 6 to this 
Report. 


In addition to the Crown controlled corporations included in Exhibit 6, there 
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exist certain other corporations whose enacting legislation does not contain any 
audit provision. In the case of such corporations, their revenue is not retained, but 
is deposited directly into the Consolidated Revenue Fund of the Province. Expen- 
ditures of these corporations are paid by Ministries out of moneys appropriated 
‘therefor by the legislature. As a result, these corporations have no assets or liabili- 
ties for accounting purposes. Examples of such corporations are the Liquor Licence 
Board and the Niagara Escarpment Commission. Although no financial state- 
| are required for such corporations, it is our current practice to audit their 
‘transactions as part of our Ministry audit process. 


| : 





84. The Audit Amendment Act, 1979. As a result of correspondence from one of 
several bodies that was deemed to be an agency of the Crown pursuant to clause 
iii) of section 1(a) of the Act, followed by the receipt of a requested legal opinion 
telated thereto from the Ministry of the Attorney General, it was considered neces- 
sary to introduce an amendment to The Audit Act, 1977. The purpose of this 
amendment was to clarify the existing intent as to what bodies were to be included 
as agencies of the Crown, pursuant to the Act. 


Accordingly, The Audit Amendment Act, 1979, which received Royal Assent 
‘on June 14, 1979, came into force on April 1, 1979. This Act deleted the last 
clause of section 1 (a), which originally stated “but does not include one that is not 
affected by The Crown Agency Act”, and replaced it with “but does not include one 
that The Crown Agency Act states is not affected by that Act or that any other Act 
states is not a Crown agency within the meaning or for the purposes of The Crown 
Agency Act’. 

As a result of this amendment, the Clarke Institute of Psychiatry, The Ontario 
Cancer Institute, Ontario Mental Health Foundation and the Board of the Com- 
munity Psychiatric Hospital, Guelph, currently included as Crown controlled cor- 
porations in Exhibit 6 to this Report, will be classified as agencies of the Crown for 
the fiscal year ending March 31, 1980. Additionally, the St. Clair Parkway Com- 
mission and the Teachers’ Superannuation Commission, which are currently not 
included in Exhibit 6, will also be classified as agencies of the Crown for the fiscal 
year ending March 31, 1980. Since all these agencies are audited by auditors ap- 
dointed by the Teeter: Governor in Council, the audits thereof will now be 
derformed under the direction of the Provincial Auditor, pursuant to section 9(2) 
of The Audit Act, 1977, as amended. 


35, Inactive Crown Agencies. As indicated in our 1977-78 Report (section 88), 
mne of the then three inactive agencies, The Ontario Telephone Development 
-orporation, was reactivated in June 1978, in order to effect the acquisition 


ind sale of an independent telephone company which was in serious financial 
lifficulty. 


On May 3, 1979, Royal Assent was given to The Sheridan Park Corporation 
Repeal Act, 1979, under which The Sheridan Park Corporation Act was repealed. 


t ° 
| Therefore, the only agency remaining inactive at the date of this Report is 
he Ontario Deposit Insurance Corporation. In a letter dated August 8, 1979 the 
Minister of Consumer and Commercial Relations advised: 
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“The status of the Ontario Deposit Insurance Corporation . . . has not 
changed in the past two years. The corporation remains inactive. 


“There is still the possibility that O.D.I.C. may be called upon to protect 
depositors with financial institutions. Accordingly, any decision with re- 
gard to the future of O.D.I.C. is being deferred to a later date.” 


86. Method of Audit Reporting. A report was prepared on each agency of the 
Crown audit performed or directed by our Office during the year, and was sub- 
mitted to the agency involved and to the responsible Minister. Observations and 
comments were made on matters noted during the audits. Included in the reports 
were recommendations for improvement in internal controls and in the general 
efficiency of the accounting process. Additionally, in the case of Crown controlled 
corporations which are audited by other auditors, such auditors are now required 
to send this Office a copy of their management letters upon completion of their 
audits. 


Matters raised in the foregoing reports and letters which, in our judgment, 
are of interest or significance to the Legislative Assembly are included in subse- 
quent sections of this Report. Not all of the subsequent comment is of a critical 
nature; certain of our comments are for informative purposes only. Generally 
speaking, the caption of the section will indicate whether the content is critical 
or informative. 


In cases where replies have been received to the audit findings and recom- 
mendations contained in subsequent sections, relevant portions thereof have been 
included for informative purposes, generally without further comment by this Office. 


87. Suggested Corrective Action and Recommendations Contained in the Provin- 
cial Auditor’s Previous Annual Reports. It is our practice to follow up on the 
status of suggested corrective action and recommendations during the next audit 
of each Crown Agency. The status of corrective action and recommendations con- 
tained in our 1977-78 Report is indicated in Exhibit 7 to this Report. Exhibit 7 
also provides an update on the status of corrective action and recommendations 
considered unresolved per Exhibit 8 of our 1977-78 Report. 


88. Review of Crop Insurance Program, The Crop Insurance Commission of 
Ontario. The Crop Insurance Commission of Ontario was established in 1966 
pursuant to The Crop Insurance Act (Ontario). The functions and powers of 
the Commission, as outlined in section 4 of the Act, include the administration 
of plans of crop insurance as established by regulations made under the Act, as 
well as the evaluation of losses and payment of claims. The Commission’s audited 
financial statements for the year ended March 31, 1979 are reproduced in Volume 
2 of the 1978-79 Public Accounts. 


During the year, we completed a detailed review of the Crop Insurance 
Program. The following is a summary of the significant observations and recom- 


mendations contained in a memorandum sent to the Commission on June 14, 
1979: 
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— At present Canada contributes a 50 per cent premium subsidy. In addi- 


tion, the administrative expenses of the Program are paid by Ontario 
and not absorbed by the Commission. Nevertheless, the Commission 
had a recorded deficit of $13,970,783 at March 31, 1978; 


Our review of the premiums per $100 coverage for the previous four 
years indicated that sharper increases in the rates for corn, spring grain 
and green peas might have been appropriate; 


We were informed that the Commission’s goal is to reduce the deficit 
as quickly as possible and that it should be eliminated in three to five 
years’ time. To achieve this objective would require not only a sharp 
increase in premium rates, but also the absence of significant crop losses 
throughout the period; 


We were of the opinion that there existed sufficient leeway for premium 
increases, in view of: 


a) The significant subsidization by Canada and Ontario with respect to 
premiums and administrative expenses. 


b) The average premium cost in comparison to other provinces. Based 
on the most recently available statistics, Ontario had the lowest 
average premium per $100 coverage of all provinces for the 1975 
and 1976 crop years and the second lowest for 1974. 


We recommended that the Commission’s strategic long term plans in- 
clude the revision of coverages and rates so that the prevailing net deficit 
position of the reserve fund will be eliminated and a surplus established. 
A modest objective for the reserve fund surplus might be in the neigh- 
bourhood of 150 per cent of the annual premium total; 


In connection with advances from the Treasurer of Ontario, amounting 
to $10,115,786 at March 31, 1979, we stressed that, until such advances 
are substantially reduced, significant interest expense will be incurred, 
thus seriously slowing the process of reducing the Commission’s deficit; 


In light of the growth in total coverage (risk) from $6.7 million in 1969 
(when Ontario withdrew from the reinsurance agreement) to the 1978 
crop year risk of over $275 million, we recommended that the Com- 
mission examine the advantages and disadvantages of re-entering into 
the reinsurance agreement with Canada; 


With regard to the $1.8 million loss on hay and pasture in Northern 
Ontario for the 1977 crop year, during April 1977, a decision was made 
to extend the date for filing applications from Northern Ontario from 
May 15 to May 31. Assumedly because of the continuing dry weather 
in Northern Ontario, many farmers then applied for insurance after the 
extension was granted. Based on appropriate sampling techniques, it was 
our conclusion that at least $1.1 million of this loss was directly at- 
tributable to such delayed applications. We were of the opinion that the 
reasons for the extension should have been documented in the Commis- 
sion’s minutes; 
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—. We recommended that the Commission keep statistics on measurement 
checks of acreage so that the number of checks by adjuster is known, and | 
so that any tendency towards incorrect reporting of acreage may be | 
recognized and corrective action taken; | 
__ We recommended that large and recurring claims be monitored closely | 
and that the circumstances of their occurrence be specially documented 
and supported by acreage measurements where appropriate; | 
__ We recommended that the objective of the Crop Insurance Program be. 
expanded upon, since, in our opinion, it is presently not set out in suffi-. 
cient detail to facilitate the measurement process intended for the Man-. 
agement by Results (MBR) system; | 
—— The MBR reports for March 31, 1977 and March 31, 1978 did not con- 
tain any type of comparison of actual results to planned results. The 
“planned results” listed in the reports for future years simply appeared to’ 
be forecasts, bearing no relationship to efficiency. With regard thereto, we 
recommended that an attempt be made to develop efficiency targets) 

against which the actual results may be compared. 





Portions of the memorandum in which the preceding observations and recom- 
mendations appeared are set out in detail, under appropriate headings, in the 
paragraphs that follow. 


Background to Establishment of the Crop Insurance Program 


Prior to establishment of the Commission, meetings were held between staff 
of the Ministry of Agriculture and Food and the farm community in response to’ 
two disastrously dry years, 1965 and 1966. As a result, the Ontario crop insur- 
ance program was set up so that farmers could protect themselves against natural 
perils. 

The crop insurance plans were to be developed ‘“‘on request” and participa- 
tion in the plans was intended to be voluntary. Therefore, the basic objective is to: 
provide farmers with a voluntary insurance program by offering protection against 
weather and other uncontrollable hazards for all major crops grown in Ontario. 
The program is intended to relieve the government of the obligation to assist farm-, 
ers through difficult periods resulting from crop losses. | 


Financing of the Program | 


The Crop Insurance Act authorizes the Minister of Agriculture and Food tc 
enter into an agreement with the Government of Canada to provide for the pay: 
ment by Canada to the Province of Ontario of contributions in respect of cost: 
incurred by the Province in the operation of the insurance plans. Under the cur: 
rent agreement, the Province pays the administrative expenses of the Commissior 
through the Ministry of Agriculture and Food, out of moneys appropriated there 
for by the Legislature. The Province also initially pays, out of statutory appro’ 
priations, premium subsidies to the Commission of 50 per cent of the total prem: 
iums payable by the insured persons. These premium subsidies are then recovele® 
by the Province from the Government of Canada. 


| 

If at any time there are insufficient funds to pay claims under the insuranct) 
plans, the Lieutenant Governor in Council may authorize the Treasurer of Ontaric | 
L 
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to advance funds to the Commission on such terms and conditions as the Lieu- 
tenant Governor in Council may direct. 


Summary of Financial Transactions 


| The present arrangements whereby Canada pays a 50 per cent premium 
‘subsidy and Ontario pays the administrative expenses commenced with the 1973 
‘crop year. Prior to then, both Canada and Ontario contributed to the premium 
subsidy and to the administrative expenses. Until the 1972 crop year, the farmer 
paid 70 per cent of the premium. Thereafter, the farmer has paid 50 per cent of 


his insurance premium. 


From the inception of the program in 1966 until March Sl, 1978 the con- 
tributions towards premiums and administrative expenses are summarized as 
follows: 


Premiums EM ACINET Se Bes hep e OF ac eeer $26,210,369 
SEMIN TS | RI a Sn ole ai ee 24,762,652 
OU Bric hale yates ae an ee 518,786 $51,491,807 
lmeAdministrative Expenses — Canada .............0...cccceeccsesseserstscenes $ 1,364,448 
ese MELE I YER te te ok pote ey coee 8,246,661 9,611,109 


$61,102,916 


| As at March 31, 1978 however, the Commission had a recorded deficit of 
$13,970,783 made up of: 


| eats ANCUIT COM er 2S he hi Sr ee $65,919,464 
CAA TIAITAS CASTICEL Iievtgtsoo et kc ah teat hasawee heed 51,491,807 
et Yess GM OCLATINISB a k oh pyle cbie sc dacssdecensas nso dace 14,427,657 
TMCC IHOTESt AUC OLMCE, CAINS eee ccsecs cccoceeccecunetenvsinensd 456,874 
$13,970,783 


\ 


As can be seen, the above deficit is exclusive of administrative expenses which, as 
stated previously, have been absorbed by Canada and Ontario. 


Net Loss on Crop Insurance Plans ($14,427,657) 


The terms of the agreement with Canada provide that the coverage and rates 
for the crop insurance plans should be such as to keep the insurance scheme self- 
sustaining. In this connection, the General Manager of the Commission informed 
us that the goal is to have each plan self-sustaining in the long term. 


The cumulative losses and gains to March 31, 1978 were summarized in the 


following table according to their current coverage. 


Plans With Plans With 

Coverage $2 Coverage Under 

| Million and Over $2 Million Total 

Active Plans 

' Cumulative Losses 

ROOT DANG 25...) Ml asesisc couse 7 13 20 

| OSE GS) een ee 19,745,481 2,074,741 21,820,222 

- Cumulative Gains 

Memoror plans |ta oA. 6 4 10 
OTS SURE 2 ea de So 7,726,665 62,533 7,789,198 

12,018,816 2,012,208 14,031,024 
Discontinued Plans—cumulative losses ........ 396,633 


merriOss. ON Plans s.)..4.00)...0f8..iseie dese adele 14,427,657 
| 
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The crop plans with significant cumulative losses as at March 31, 1978 are 


listed and commented on: 











No. of Years Cumulative Ratio of Claims | 

Plan Offered Loss to Premiums | 

$ | 

White: Beans 3c. eee 10 7,932,651 2.83 to 1.00 | 

COrt oy Saacmetinss yt aed a eee 10 4,465,865 £32.10 1200 | 

SOMONE <GPAIN oi arty Bore 1151 2,0933/43 1.68 to 1.00 | 
Hay and Pasture: feos ern 1 2,563,064 4.74 to 1.00 

ition eis. 


The white bean crop was hurt severely by wet weather in 1977 and claims. 
totalled $9,451,243 or 65 per cent of coverage, resulting in a loss for the year of 
$8,358,578. | 


| 
! 
| 
. 
| 


The loss position for the corn plan resulted mainly from adverse weather 
conditions in the 1972 and 1974 crop years when losses of $911,998 and 
$4,656,408, respectively, were recorded. | 


Losses on the spring grain plan have been incurred in each of the last six 
years and are listed below along with premiums per $100 coverage and cumulative 
ratios of claims to premiums. | 


Premium per Cumulative Ratio of | 


Crop Year Loss $100 Coverage Claims to Premiums | 
$ $ | 
1967 to 1971 
HICIUISIVEs noosa canes Pape eet 89,227 8.17 1.23 10200 
eg pe ala er eee ee ee en LOF217 9.09 1.37 to 1.00 
POT Sr oo. nweiee ena wenn eet 332,858 9.48 1.72.to £00 
OT AT eer: ethan 559,928 10.83 1.86 to 1.00 
LOTS “ae tides ssa 552,960 12.02 LT Etoweod 
1976 F sae 933.32 11.88 1.78 to 1.00 
LOTTA we Cie ee feet Ree ke 316,072 paeul 1.68 to 1.00 


Dab SPI b 


For the 1978 crop year, the premium per $100 coverage was increased to $13.72) 
and the results as recorded to February 12, 1979 show a gain for the year of, 
$225,685. | 
| 

The hay and pasture plan, introduced in 1977, was included in the agreement 
with Canada on a one year experimental basis with an extension of one year in. 
1978. The heavy losses in 1977 were caused by dry weather. Results for the second. 
year of the plan as recorded to February 12, 1979 showed a small gain of $4,498. 
Further comments relative to this plan are included elsewhere in this section. 
Elimination of Deficit | 
As indicated previously, in the long term it is intended that the coverages and. 
rates be such that each plan is self-sustaining and all claims can be paid out of 
premium revenue. We noted that the Commission continues to actively review the, 
premium and coverage structure for each crop in support of this principle. Accord-, 
ingly, the Commission increased premium rates appreciably in 1978 for most of. 
the crop plans in loss positions. However, our review of the premiums per 100 
L 
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coverage for the previous four years indicated that sharper increases in the rates 
for corn, spring grain and green peas might have been appropriate. 


We were informed that the Commission’s goal is to reduce the deficit as 
quickly as possible and that it should be eliminated in three to five years’ time. In 
the light of past experience, we considered this an extremely optimistic forecast. 
To achieve this objective would require not only a sharp increase in premium rates, 
but also the absence of significant crop losses throughout the period. 


In this regard, we were of the opinion that there existed sufficient leeway for 
premium increases, in view of: 


a) The significant subsidization by Canada and Ontario with respect to prem- 
iums and administrative expenses. 


b) The average premium cost in comparison to other provinces. Based on 
the most recently available statistics, Ontario had the lowest average 
premium per $100 coverage of all provinces for the 1975 and 1976 crop 
years and the second lowest for 1974. 


The agreement with Canada not only provides for the revision of coverages 
and rates in such manner as will keep the insurance scheme self-sustaining, but also 
covenants the Province to establish a reserve fund for the payment of indemnities. 
We therefore recommended that the Commission’s strategic long term plans in- 
clude the revision of coverages and rates so that the prevailing net deficit position 
of the reserve fund will be eliminated and a surplus established. A modest objec- 
tive for the reserve fund surplus might be in the neighbourhood of 150 per cent of 
the annual premium total. 


Interest Income and Expense 
Interest income and expense to March 31, 1979 was summarized as follows: 











Interest Interest Excess of Income 
Income Expense over Expense 
$ $ $ 
From inception of Commission 
NEY (CS) DRG Ibe if eI ee oh 687,758 210,604 477,154 

Reale year 1977-78 oic.cccceccceeeaseveee 182,301 313,146 (130,845) 
/ 870,059 5235790 346,309 
Pemoreyeat 1978-79) ccc licsecccsenocen 26,280 776,782 (7F50:502) 
Totals aseat March 3161979 ow.) a 896,339 15300,532 (404,193) 








Interest income is derived mainly from term deposits, while expense is in- 
curred on advances from the Treasurer of Ontario. Typically, advances may be at 
a maximum amount in January after most of the year’s claims have been paid. The 
advances are usually reduced as premium income for the coming crop year is 
received until the payment of claims cycle commences again. Funds on hand for 
the ongoing settlement of claims are invested in term deposits, usually for periods 
of less than seven days. 


As a result of the significant losses in 1977, the advances from the Treasurer 
of Ontario reached all-time highs in January 1978 and January 1979 as indicated 
in the following table: 
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PO pe eee ere 
$ 
March 315 1977 i vvcsstcessesss ane srnons seme: ve crn no tnioun eee treme oes 1,800,000 
Tully 31, 1977 oA ecscet cor leeceamnenmnco tess tenaee tees aetna caver Nil 
January 31, 1978. secs itvcueeeurentuinersnpserentans trees 12,000,000 
March 31, 1978 i... cccccccnesccneeeeeteceeereeeessenenneenarserer tne 10,200,000 
July” SU UOT Bk ae aoe iad rere panera craze tae 3,000,000 
January. 315). 1979) vce aediectnarmntirr eerie mn ene poeree 12,500,000 
March 31, 1979 —....cccccccsserceeseseteecetsnererersenasnenngnestinabecsuenness 10,115,786 


We stressed that, until these advances are substantially reduced, significant interest 
expense will be incurred, thus seriously slowing the process of reducing the Com- 
mission’s deficit. 


Reinsurance with Canada 

Canada is permitted by its legislation to enter into reinsurance agreements 
with any province and has established a crop reinsurance fund for this purpose. 
In this connection, The Crop Insurance Act (Ontario) empowers the Commission 
to reinsure with any other insurer the risk or any portion thereof under its contracts 
of insurance for any plan. 


An amendment in 1967 to the agreement between Canada and Ontario added 
provisions applicable to the reinsurance by Canada of a portion of Ontario’s 
liability for the payment of indemnities under the insurance scheme. However, 
these provisions were rescinded in 1969 upon the Commission’s request. Up to the. 
date of recision, Ontario had paid reinsurance premiums to Canada amounting to 
$22,277 and had presented claims totalling $13,664. 


In light of the growth in total coverage (risk) from $6.7 million in 1969 
(when Ontario withdrew from the reinsurance agreement) to the 1978 crop year 
risk of over $275 million, we recommended that the Commission examine the’ 
advantages and disadvantages of re-entering into the reinsurance agreement with 
Canada. In further support of this recommendation, we noted that two crops, flue- | 
cured tobacco and corn, represented over 60 per cent of the risk assumed in the 
1978 crop year, total coverage for the two crops being almost $167 million. A 
“disaster” in either of these crops could have an effect on the Commission’s fi- 
nances even more serious than the white bean loss in the 1977 crop year. 


Loss on Hay and Pasture, 1977 Crop Plan ($2,563,064) | 


The hay and pasture plan was introduced in 1977 to provide insurance 
against losses in hay or pasture resulting from drought conditions. | 


Ontario Regulation 600/77 provides that applications for insurance for areas 
in Northern Ontario shall be filed with the Commission not later than May 15 in 
the crop year or such other date as may be determined from time to time by the 
Commission. We were informed that the plan initially was announced and publi- 
cized early in March 1977, but that during April a decision was made to extend 
the date for filing applications from Northern Ontario to May 31. We noted that 
no similar extension was granted for applications from Southern Ontario. There 
was no record of this extension in the Commission’s minutes, although we under 
stood that it is customary for such changes to be recorded. 


Assumedly because of the continuing dry weather in Northern Ontario, many 


| 
| 
| 
| 
. 
| 
| 
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farmers then applied for insurance after the extension was granted. Based on 
ippropriate sampling techniques, it was our conclusion that at least $1.1 million 
xf the loss summarized below was directly attributable to such delayed applica- 
ions. 





Claims and premiums for the 1977 crop year were summarized as follows: 


Northern Ontario Southern Ontario Total 

{ No. $ No. $ No. $ 
ahims Dt 000 Fieseeeey a! 58 826,350 6 90,096 64 916,446 
Claims under $10,000 .... 343 1,510,144 678 822,087 1,021 2,332,231 
| otal claims «a..%c.<: 401 2,336,494 684 912,183 1,085 3,248,677 
*remiums (all contracts) .. 431 513,473 857 172,140 1,288 685,613 





Loss for 1977 oocccccccessssee 1,823,021 740,043 2,563,064 
| ee —_—_ —_—. —$——— 





+ In light of the substantial losses which resulted from applications filed after 
May 15 in the 1977 crop year, we were of the opinion that the reasons for the 
xtension should have been documented in the Commission’s minutes. We noted 
hat the May 15 deadline for applications was re-instituted for the 1978 and 1979 
Top years. 


7erification of Acreage as Reported by Farmers 


| Correct reporting of acreage is important to the Commission and the insured 
armers in the case of field crops because: 


| 1. Acreage determines the amount of premium; 
2. It is a basis for claim determination; and 


| 3. It affects the coverage for future years. 


Dverstatements of acreage may result in significant increases in claim payments. 
Indeclared acreage may permit the grower to claim on the least productive part 
of his total acreage or lead to other irregularities. 


} The Commission encourages the accurate measurement of fields by the in- 
ured farmers and carries out a program of measurement checks directed towards 
he most likely sources of inaccurate reporting. Particular attention is directed to 
eased land, large acreages, new insureds and significant acreage changes. The ad- 
usters and field staff doing the acreage checks are retired farmers and others who 
ire familiar with the farming community and therefore able to assess the reason- 
‘bleness of reported acreages. The occasions of acreage checks are also used by 
he adjusters to review the farmers’ management practices and other aspects of the 
yperations which may be contributing to claim history. 





Acreage measurement reports are placed on adjusters’ files at the Commis- 
ion’s offices and are not summarized. Accordingly, we recommended that the 
Sommission keep statistics on measurement checks of acreage so that the number 
af checks by adjuster is known, and so that any tendency towards incorrect report- 
ng of acreage may be recognized and corrective action taken. The Commission 
nay also wish to amend the forms on which acreage is reported so as to reflect 
nore emphatically the responsibility of the insured farmer to provide accurate 
lata. 

| 


i 
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Survey of Large and Recurring Claims 
Claims paid in respect of the 1977 crop year totalled $23,928,137 and were 


summarized as follows: 


Claims Amount 
No % % 
Over ss. O00 te ees ace eee 84 1.0 2,992,592 12.5 
$10,000 10762 000 ce verre tener 447 532 6,472,597 27a 
| Ofi ha (OPN ORO LO Ob we merpe nen cant eevee ss eee 8,064 93.8 14,462,948 60.4 


8,595 100.0 23,928,137 100.0 


Individual claims ranged as high as $91,354 and $88,953 for apples in Norfolk 
County while a third grower in Niagara North had claims of $66,345 (sweet 
cherries) and $26,049 (pears) in 1977. The latter grower, who was first insured 
in 1977, also had claims totalling $48,338 in 1978 or a total of $140,732 in the 
two year period. A fourth grower in Simcoe County claimed $55,260 and $59,839 
for potatoes in 1977 and 1978 respectively and had not been insured previously. 
We noted that 10 farmers, including the four claimants just mentioned, received 
$1,039,649 in 1978 and prior years. In reviewing the approval process for large 
and recurring claims, we noted that acreage measurement reports were not on file 
for four growers of field crops included in the selection of 10 farmers. 


We recommended that large and recurring claims be monitored closely and 
that the circumstances of their occurrence be specially documented and supported 
by acreage measurements where appropriate. 


Objectives of Crop Insurance Program/Management by Results 


As referred to previously, the objective of the Crop Insurance program, as 
covered in the Ministry’s 1978-79 Management by Results (MBR) book, is “to 
provide farmers with a voluntary insurance program by offering protection against 
weather and other uncontrollable hazards for all major crops grown in Ontario”. 


In our opinion, this objective is not set out in sufficient detail to facilitate the 
measurement process intended for the MBR system. We therefore recommended 
that this objective be expanded upon so as to include at least the following addi- 
tional factors: 


1. To revise coverage and rates, in such manner as will keep the insurance 
scheme self-sustaining, as stipulated in the current agreement with the 
Government of Canada. (A specific time frame should be developed for | 
the achievement of this objective. ) 


2. To forestall the need for the Government to provide disaster assistance 
due to poor coverage, by promoting a vigorous sales program with targets 
for each crop, in each area of the Province. 


During the course of our review, the General Manager of the Commission 
informed us that the Commission intended to develop specific objectives for each 
crop plan in each area of the Province and that an effort would be made to define | 
sub-objectives as well as suitable measurement criteria where practical. We sug- 
gested that an example of a measurement criterion would be the number of acres | 
insured as a percentage of total acres planted in Ontario, according to crop. For 
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several crops, we noted that only a relatively low percentage of the total acreage 


iad been insured and that the percentage varies significantly by county. 





| At some future date, following the adoption of the foregoing, the Commis- 
sion would then be in a position to initiate a review of the crop insurance pro- 
sram’s effectiveness. 


| The MBR Reports for March 31, 1977 and March 31, 1978 did not contain 
my type of comparison of actual results to planned results. The “planned results” 
isted in the reports for future years simply appeared to be forecasts, bearing no 
‘elationship to efficiency. With regard thereto, we recommended that an attempt be 
made to develop efficiency targets against which the actual results may be com- 


yared. Examples of areas for which, in our opinion, targets can be developed are: 
‘ : : eae 
1. Number of acreage and other verification checks required to maintain 


a reasonable degree of accuracy in the reporting procedures. 





| 2. Administrative expenses as a cost per insured farmer. 
_ The following comments were received from the General Manager of the 
-"ommission on June 22, 1979: 


“In response to your letter of June 14th, 1979, following are my com- 
I . . e 

| ments on some of the observations/recommendations relating to the 
__ review of the Crop Insurance Program: 


— reducing the deficit . . .; it goes without saying that (the chances that) 
the deficit can only be eliminated in three to five years are relatively 
benign. 


— comparing average total premiums to other provinces is hardly rele- 
vant since a very large portion of our liability (about 40%) is in 
tobacco. The premium rate in tobacco is the lowest of any of our crop 
plans and have still built up a fairly large surplus. 


— Reinsurance — the Commission is presently looking into the possi- 
bility of entering into a reinsurance agreement wtih Ottawa. 


— Crop Insurance Objectives — staff members are presently working 
on detailed long term objectives for presentation to the Commission.” 


| 
u 


| The following additional comments were transmitted by the General Manager 
f the Commission on September 21, 1979: 


“Premium Increases 


Over the past years premium rates have been increased significantly as the 
attached table indicates. A good example is the increase in the white bean 
| rate of 42.6% following the heavy claim payments of 1977. The Commis- 
_ sion, however, must be careful not to increase the rate to the point that a 
_ large portion of the farmers drop out of the plans. This would then be 
| self-defeating. 





“Reserve Fund 
| The long term objective of the Commission is to build up a relatively 
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large reserve fund. The problem in achieving this is many fold. On a 
number of crops (spring grain, corn, flax, etc.) original yield statistics 
were poor, resulting in over-coverage, eastern Ontario had three succes- 
sive wet years, the white bean crop failed in 1977 and now in 1979 blue 
mold has seriously affected the tobacco crop. The latter two disasters 
were without precedent. 


Premium reserves in some crops like tobacco should be between 30 and 
50% of the total liability. The reason being that this crop is concentrated 
in one area and has no salvage value if not saleable for the original pur- 
pose grown. Other crops do not require as large a reserve. 


“Statistics on Measurement Checks 

Compiling statistics on measurement checks are not all that useful. We 
have checked one third of the total insured tobacco acreage this year and 
found few insureds that understated their acreage. Any overstatement of 
acreage is to the Commission’s advantage since the yield to count is taken 
from the total planted acres not from the low yielding acres as implied 
in the report. mes 


“Monitoring of Large and Recurring Claims 

Large and recurring claims are monitored by the Commission. The im- 
plication is that an acreage measurement is the best method of insuring 
that a claim is proper. The insured farmers’ management practices are the 
Commission’s biggest concern. If in the opinion of the Commission losses 
do not result from an insured peril the claim is denied. Each of the last 
few years ten to twelve denials have resulted in arbitration hearings. 


“Developing Efficiency Targets in the MBR 
The sales staff does regularly budget sales by crop plan. These budgets 


are prepared by agency, area manager and then by province. The problem 
is that they are not shown on the MBR. 


The Commission also intends to establish coverage objectives for each 
crop by area. It seems evident, however, that both the benefits and the 
availability of the plans are well known. Where the risk is perceived to be 
high on a given crop or a given area, up to 100% of the potential farmers 
are buying.” 


Regarding the preceding reply, the following comments are made for purposes 
of clarification: 


Statistics on Measurement Checks 


The correct declaration of acreage is a requirement of the legislation (regula- 
tions) and the contracts of insurance between the Commission and the growers. AS | 
mentioned in our memorandum, the Commission carries out a program of acreage 
measurement checks. In our opinion, it is reasonable that a statistical record of such’ 
checks should be maintained for the reasons stated in our memorandum. 


An overstatement of acreage in the case of field crops may work to the ad-’ 
vantage of the Commission, insofar as future years’ liabilities are concerned, since’ 
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he average yield on which future coverage is based, will decrease. However, for 
he current crop year, an overstatement of acreage, while requiring a larger pre- 








i 


nium, increases the liability and therefore the amount of any claim based on the 
werstated AGRA See Hence, in our opinion, such an overstatement is not to the 
Sommission’s advantage. 


{ 


Our reference to low yielding (least productive) acreage was in regard to 
inderstatements of acreage, not to overstatements, as indicated by the Commis- 


ii 
| 


sion’ Ss comments. 


Monitoring of Large and Recurring Claims 





It was not our intention to imply that an acreage measurement is necessarily 
he “best” method of insuring that a claim is proper. Our memorandum had previ- 
dusly noted that the Commission, in verifying acreages, directs particular attention 
0 large acreages and new insureds, and used the occasions of acreage checks to re- 
mew farmers’ management practices. Consequently, we considered it appropriate 
© note that acreage measurements were not on file for four large claims reviewed 
vy us. 


39. Comments on Funding of Independent Community-Based Clinical Delivery 
systems, Legal Aid Fund. As at March 31, 1979 the Fund was in an overdraft 
osition of $81,685. For the 1978-79 fiscal year, receipts and disbursements 
otalled $33,682,481 and $33,839,793 respectively. The former figure included 
327,216,700 appropriated by the Legislature for payment into the Fund. The Fund 
s administered by The Law Society of Upper Canada. 


Pursuant to amending Regulation 160/76 dated February 19, 1976, moneys 
tre provided from the Legal Aid Fund for independent community-based clinical 
lelivery systems (commonly known as legal-aid clinics), defined as any method 
or the delivery of legal or para-legal services to the public other than by way of 
€e for service, and including preventive law programmes and educational and 
raining programmes calculated to reduce the cost of delivering legal services. 


From the commencement of the program in the 1975-76 fiscal year to the 
iscal year ended 1978-79, approximately $5 million has been distributed to vari- 
yus clinics. The plan funded thirteen, twenty-eight and thirty-one clinics in the 
(976-77, 1977-78 and 1978-79 fiscal years respectively. 


_ The following comments were made with respect to the audit of the records 


of this program: 


7unding Authority 

We questioned whether Regulation 160/76, which authorizes funding of the 
ndependent community-based clinical delivery systems, comes within the scope of 
The Legal Aid Act. Nowhere in the Act could we find any reference to clinics or to 
‘linical funding. By contrast, the provisions of the Act, whereby an individual is 
srovided with legal aid by solicitors, are quite specific. Generally, regulations under 
in act are made to specify the administrative details of a program established by 
he act, rather than to create a new program. We therefore recommended that the 
certainty concerning the statutory basis of clinical funding be eliminated. 
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Control and Accountability of Expenditures 

Essentially, the Law Society exercises financial control over the clinics in ac- 
cordance with the specific terms of the funding agreement which is known as a 
‘clinical certificate’. The specific terms or conditions of funding include, among 


others: 


UsE oF FUNDS 
The funds are to be used solely for the purposes of delivering legal or 
para-legal services to the public as defined in the regulation. 


BUDGET ALLOCATIONS 
Transfers within certain budget categories require prior written approval 
of the Clinical Funding Committee of the Fund. 


CONFIDENTIALITY OF CLIENT INFORMATION 
Clinic and client communication is confidential, and written approval of 
the client is required where client information is to be released to an 
employee or representative of the Fund. 


CAPITAL ASSETS 
Ownership of all capital assets purchased by a clinic out of approved 
funding vests in The Law Society of Upper Canada, and such items may 
not be sold, transferred or otherwise disposed of without the prior written 
consent of The Law Society. 


REPORTS 


An interim descriptive report of the various projects and services en- 
gaged in, and quarterly financial reports of expenditures are required. 


In addition to the above conditions, the Fund administrators engaged a public 
accounting firm to audit grants received by the Clinics from the Fund and expen- 
ditures charged thereto for each clinic in 1977-78 and 1978-79. 


The Fund administrators have visited and performed evaluations of the opera- 
tions and activities of three clinics since the inception of funding. 


In our opinion, control and accountability of funds provided to clinics has 
been weakened by the following factors: 


1) The terms “legal and para-legal services” and “independent community 
based” are not defined in the regulations nor have they been defined by 
the Law Society. The nature of services provided by a clinic has been left 
to the discretion of the Clinical Funding Committee of the Society. The 
clinics describe in their application the nature of services they wish to 
perform and the Committee decides whether or not to fund such a service. 
From a review of applications of these clinics, we noted a variety of 
services being funded, including: 

— advice and information to clients regarding their rights and obligations 
under Administrative Law and Family Law; 


— representation of tenants in Court actions and in negotiations with 
landlords; 











2) 


3) 


4) 


5) 


6) 
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— research, writing and presentation of briefs to various government 
bodies on behalf of clients; 


— assistance in organizing tenant associations: 


— preparation and distribution of written material for community edu- 
cation; 


— 24 hour telephone service for tenant information advice; 


— telephone information service for advice and directional information; 
— law reform. 


The confidentiality clause places a significant restriction on the ability of 
the Fund to monitor and evaluate the validity of the representation data 
contained in the clinics’ reports concerning case load statistics, nature of 
services provided and financial information, in order for the Law Society 
to determine if funds were used solely for tne purposes approved. 


We recommended that either the confidentiality clause in the agreement 
with the clinics be revised to allow access to all information for monitor- 
ing and audit purposes, or that the clinics obtain a release from their 
clients at the time the clinic’s services are requested. 


The Fund does not require the clinics to determine the client’s financial 
eligibility for the clinics’ services, nor is there any requirement for this in 
the regulations. The Fund has, however, requested all clinics to be funded 
in 1979-80 to provide information concerning their eligibility criteria. 


As a result of such information, we recommended that formal financial 
eligibility criteria be developed by the Law Society. 


Clinics are not required to adopt purchasing procedures which call for 
competitive quotes for major purchases or to maintain records needed to 
safeguard fixed assets. 


We recommended that procedures be developed. 


The scope of the audits performed by the public accounting firm has been 
restricted to an examination of the books and records of the clinics for 
activities funded by the Ontario Legal Aid Fund only and is not con- 
cerned with the method of delivering legal aid or the safeguarding of fixed 
assets. 


We recommended that the scope of these audits be broadened to allow 
access to all the financial records of the clinic. Otherwise, there can be no 
assurance that all sources of funding in support of legal services have been 
reported and that all expenditures charged are for legal services and not 
for other activities. Where a clinic has established financial eligibility cri- 
teria, the audit scope should include an examination of the amount so 
contributed from clients. 


In light of the increased level of funding, the frequency of visits by the 
Fund administrators to evaluate clinics should be increased to an annual 
or appropriate cyclical basis. 
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7) Some of the services of some of the clinics are performed by para-legal 
workers without adequate staff lawyer supervision. It also appeared that 
para-legal workers are not adequately covered by liability insurance. The 
usual practice of law firms is to subscribe to such insurance and to validate 
the coverage by providing a sufficient assurance of competence through 
supervision of law students and other para-legal workers. We did not seek 
legal opinion as to the liability of the Fund or the clinics for opinions and 
actions taken by para-legal workers. We therefore recommended that the 
Legal Aid Fund determine if such liabilities exist, and if so, to ensure that 
the clinics have the necessary insurance coverage, and in order to validate 
the coverage, that they provide adequate supervision of the para-legal 
workers’ activities. 


Dual Income Remuneration 

A full time employee of one clinic was also a member of the Residential 
Premises Rent Review Board, which is administered by the Ministry of Consumer 
and Commercial Relations. In addition to regular salary, the employee received 
per diem remuneration for Board hearings totalling $4,457 during the period 
November 29, 1976 to August 1977 and September 14, 1978 to December 14, 
1978. We visited the clinic to examine the employee’s attendance records and were © 
advised that such records are not maintained. According to the clinic, the employee - 
did not refund any portion of the Board’s remuneration received for work done © 
during regular working hours. 


We recommended that a recovery be made and that appropriate policy and 
procedures be established to prevent the occurrence of similar situations. 


Program Objectives 

We noted that measurable objectives have not been established in order to 
facilitate evaluation of the achievements of the Clinical Delivery System as a whole, 
or the achievements of individual clinics. We recommended the establishment of 
such objectives, and the development of procedures to measure and report on the 
effectiveness of the program. 


Report by the Honourable §. G. M. Grange 

On October 25, 1978, the Honourable S. G. M. Grange submitted a report 
of the Commission on Clinical Funding to the Attorney General of Ontario. Some 
of the findings in his report related to a number of the findings outlined in the 
preceding paragraphs. 


Although the preceding comments have been reviewed with officials of the | 
Law Society, no formal report had been issued as at September 28, 1979, the date | 
of this Report. Therefore, we are not able to present the Director of Legal Aid’s © 
views on the subject matter. 


90. Matters Related to Accounts Receivable and Increase in Fee, Motor Vehicle | 
Accident Claims Fund. At March 31, 1979 the balance in the Fund amounted | 
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to $29,922,179. A statement of the Fund for the year ended March 31, 1979 is 
contained in Volume 1 of the 1978-79 Public Accounts, page 81. 
| 


' . 
Accounts Receivable 


Page 84 of the 1978-79 Public Accounts shows the Fund’s accounts receiv- 
able as $20,373,398 under the Ministry of Consumer and Commercial Relations. 
This is a net amount, after providing $75 million for doubtful accounts. 


The allowance for doubtful accounts is arbitrarily determined and is not based 
on an individual appraisal of each account receivable or on an aging of the bal- 
ances outstanding (e.g. current, 30-60 days, 61-90 days, over 90 days). Actual 
accounts written off as uncollectable in 1978-79 amounted to only $4,025,372. 


We recommended that efforts be made to prepare monthly aged listings of 
accounts receivable which would assist in establishing a meaningful allowance for 
doubtful accounts and in assessing the Fund’s collection efforts. 


Increase in Fee 


| Ontario Regulation 937/78 revised the uninsured motor vehicle fee, referred 
to in subsection 2 of section 2 of The Motor Vehicle Accident Claims Act, from 
$100 to $150 effective January 1, 1979. By renewing their motor vehicle registra- 
tion permits in December 1978, 2,027 owners of motor vehicles escaped the in- 
crease and paid at the old rate of $100. 


. 
| We were at a loss to understand why legislation was not introduced earlier to 
effect the increase from December 1, 1978. Had this been done, the Fund would 


have benefitted by additional revenue of $101,350. 


The foregoing comments were included in a report sent to the Director of the 
Fund on August 24, 1979. We have no record of a reply as at September 28, 1979, 
the date of this Report. We are, therefore, unable to present the Director’s views 
on the matters raised. 


1. Operating Losses on Various Activities, Office of the Assembly. The financial 
statements of the Office of the Assembly for the year ended March 31, 1979 reflect 
expenditure of $21,926,615 and revenue of $79,629. With the exception of statu- 
tory payments, expenditures are made out of moneys appropriated therefor by the 
Legislature, while revenue is deposited into the Consolidated Revenue Fund. 


| The dining room, snack bar and catering service were managed by an outside 
caterer until November 1, 1978 when they were taken over by the Office of the 
Assembly. The loss for fhe year ended March 31, 1979 amounted to approximately 
$135, 700, an increase of approximately $18, 700 over the loss for the previous 
year. The main cause of the increased loss was attributed to higher staff wages in 
the 1978-79 fiscal year. Although the sales and the number of patrons have in- 
creased during the first quarter of the 1979-80 fiscal year, and prices have been 
increased as of July 1, 1979, it appeared that the increased revenue would still be 
insufficient to cover the cost of operations. 


: We recommended that further adjustments be made in the services and prices 
to ensure that operating costs are fully recovered. In this regard, we felt that con- 
| 
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sideration should be given to discontinuing the breakfast service during the period 
that the House is not in session, as the cost of remaining open during this period 
is far in excess of the revenue earned. 


The stewards’ operation, which comprises the sale of liquor, wine, beer, 
tobacco and sundry items, resulted in a net loss for the year ended March 31, 1979 
of approximately $116,000, an increase of approximately $8,000 over the loss 
sustained for the previous year. The net loss for the barber shop operation for the 
year ended March 31, 1979 was $6,263. The total sales amounted to $14,186 but 
the total operating expenditure which was primarily salary, was $20,449. We 
recommended that the prices of these products and service be increased to a level 


sufficient to recover the cost of operations. 


The foregoing comments were transmitted to the Office of the Assembly on 
September 28, 1979, the date of this Report. The Office has not had an oppor- 
tunity to respond to our recommendations and we are, therefore, unable to present 
its views on the subject matter. 


92. Inaction Noted Re Recommended Closing of Branch Facility, Ontario Agri- 
cultural Museum. The Museum’s Statement of Expenditure for the year ended 
March 31, 1979 reflects total expenditure of $712,751. Museum expenditures are 
paid out of moneys appropriated by the Legislature. 


In May 1978, the General Manager of the Museum recommended a complete 
withdrawal of Museum interests from the Ministry of Government Services prop- 
erty at Hawkestone, Ontario. This suggestion was supported by the Operational 
Review Branch of Management Board as well as the Ontario Agricultural Museum 
Advisory Board in their board meeting of February 9, 1979. 


These recommendations were based on the fact that some of the restoration 
work is done in Hawkestone, which is 150 kilometres from the Museum in Milton, 
making it difficult at times to manage and co-ordinate activities. As well, items 
could probably be transported to Milton and restored at the Museum site. This 
would consolidate the operations along with the workshop equipment used to re- 


store the artifacts, and eliminate the management problems caused by the distance 
factor. 


The costs of the Hawkestone site for the year ended March 31, 1979 includ- 
ing salaries and wages and employee benefits amounted to approximately $42,000. 
This did not include the costs of frequent trips back and forth between Milton and 
Hawkestone by various members of the staff to deliver goods, carry out adminis- 
trative duties and maintain supervision over the latter facility. 


We recommended that the Ministry of Agriculture and Food review the 
Hawkestone operation in light of the various recommendations made and seriously 
consider the consolidation of Hawkestone with the Milton operation and the re- 
sulting transfer of selected items to the Milton site. 


The foregoing comments were transmitted to the Museum and to the Minister 
of Agriculture and Food on August 27, 1979. No reply has been received as at 
September 28, 1979, the date of this Report. Therefore, we are not able to present | 
the Ministry or Museum’s views on the subject matter. 
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_ 93. Loss on Terminated Film Production, The Ontario Educational Communica- 


tions Authority. As at March 31, 1979, the assets of the Authority totalled 
$12,503,098 with offsetting liabilities of $5,406,128 and equity of $7,096,970. 
For the 1978-79 fiscal year, revenue, including grants of $21,735,952 from the 
Province of Ontario, amounted to $24,249,658. Expenses, including fixed assets 
purchased from revenue, totalled $24,136,388. 


On February 10, 1978, the Authority entered into an agreement with a 
Producer to co-produce a series of ten films. The budget for the venture was 
$250,000 of which the Authority was to provide $125,000 with the remainder 
coming from private investors. The Authority was to pay its $125,000 investment 
to the Producer in stages as certain conditions regarding production progress 
and financial terms were met. The first payment of $15,000, due upon execution 
of the agreement, was made to the Producer on February 13, 1978. On February 
20, 1978, the Producer informed the Authority that there were financial problems 
and that the estimated costs of production had now increased to $500,000. Not- 
withstanding the escalating costs and the Producer’s failure to provide a statement 
of financial position as required by the terms of the agreement, on May 29, 1978, 
the Authority paid the second instalment of $15,000. On June 26, 1978, the 
third and fourth payments of $10,000 and $40,000 respectively were approved 
and subsequently paid, with the report on the financial position still outstanding 
and the requirements for the third instalment regarding private financial partici- 
pation still incomplete. While the Producer’s solicitors did confirm that private 
investors would be investing up to $125,000 in 1978 against a $500,000 budget, 
specific investors were not named nor was any investment subsequently made. 


_ Other letters of intent to invest which were presented to the Authority had con- 


ditional clauses, and therefore were not reliable commitments. 


The Authority’s first concerns about the financial viability for the production 


_ Of the films were expressed upon their receipt of a letter dated July 21, 1978 
from the Producer which requested additional funding. The Authority then re- 
_ viewed the Producer’s financial position and this resulted in the eventual with- 
| drawal from the production and the write-off of the Authority’s $84,826 invest- 
ment ($80,000 advanced to the Producer and $4,826 internal expenses). 


In our opinion, the Authority, by ignoring the financial implications of the 
escalating budget and failing to examine the Producer’s financial position on a 


| timely basis, did not apply due care in the authorization of these expenditures. 


_ Had due care been exercised, the Authority’s loss might have been restricted 


to $15,000. 


The preceding comments were included in a report sent to the Authority 
on August 31, 1979. Since no reply has been received as at September 28, 1979, 
the date of this Report, we are unable to present the Authority’s views on the 


- matter. 


_ 94. Non-Routine and Non-Arm’s Length Transactions, Ontario Food Terminal 


Board. The Board’s audited financial statements for the year ended March 31, 


_ 1979 are reproduced in Volume 2 of the 1978-79 Public Accounts. 
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At the conclusion of our interim audit, we reported to the Chairman of the 
Board our observations on certain transactions involving the Ontario Food Ter- 
minal Board, senior management and a member of the Board. 


Two of these transactions, between management and the Ontario Food Ter- 
minal Board, were non-arm’s length involving the part-time employment of mem- 
bers of immediate family and the purchase of a vehicle. 


Two of these transactions between a member of the Board and the Ontario 
Food Terminal Board involved transactions of a personal nature. 


We recommended that such transactions be strictly prohibited by the Board 
and the fact of such prohibited practices be communicated in writing to the ap- 
propriate levels of officers and employees of the Board. 


As at the date of this Report, September 28, 1979, we have no record of a 
written reply from the Chairman regarding the preceding interim observations, and 
our formal year end report had not yet been issued to the Board. Accordingly, we 
are unable to present the Board’s views on the subject material. 


95. Questionable Matters Concerning Grant Payment, Ontario Housing Corpora- 
tion. On September 27, 1978, the Ontario Housing Corporation granted $85,000 
to The Institute of Housing Management (IHM) to cover the cost of developing 
seventeen study units to complete a home study course for the training of housing 
managers. The application for this grant stated that there was an urgent need to 
provide training courses in the housing management field because of a serious 
scarcity of well-trained housing managers, and that there was no education facility 
which provides Housing Management training except for a full-time program of- 
fered by a community college. However, we noted that a property management 
course leading to a Certified Property Manager (CPM) designation was available 
through the Institute of Real Estate Management (IREM) Division of the Real 
Estate Institute of Canada. The requirements for the CPM designation are the 
successful completion of IREM courses, and the examinations and related courses 
at twenty-four educational institutions in Canada, eleven of them located in On- 
tario. All of the required courses are available on a correspondence basis. We 
understood that management was aware of the existence of this course, but did not 
consider it to be a suitable alternative. 


The grant application further stated that the costs to develop the necessary 
courses would be considerably more if arranged totally through a private commer- 
cial organization, since the Institute would utilize the resources and expertise of its 
own membership as course writers. However, upon receiving the grant, the Insti- 
tute hired a commercial correspondence school to develop the seventeen courses, 


and the school in turn paid a number of Institute members for writing some of the 
courses. 


In the course of our examination of the grant usage, the following was noted: 


The Institute of Housing Management was incorporated on January 16, 1976 
with the objective to promote the science, art, standards and ideals of housing 
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management and the education and training of Housing Managers in their 
profession. Although all of the incorporators of the Institute were Ontario 
Housing Corporation employees and managers of housing authorities report- 
ing to the Corporation, the Institute is a private company which is not re- 
sponsible to Ontario Housing Corporation or any other government body. 


The major support for the Institute has been provided by Ontario Housing 
Corporation resources. The Institute’s office and records are housed on Corpora- 
tion property, and its telephone number is the office number of a Corporation 
employee who is also an officer of IHM. The original financing of the Institute was 
provided by the Corporation with a $1,000 grant. The Institute has monthly board 
of director meetings which are attended by a number of Corporation employees 
in their capacity as Institute members. All board meetings are held during regular 
working hours for which employees take leave with pay from their regular Corpora- 
tion duties. The Institute does not reimburse the Corporation for office space or 
employees’ time spent on Institute business. 


We also noted that some of the paid course writers are Corporation employees 
as well as Institute members. 


Although we did not question the need for training housing managers or 
management’s good faith in attempting to provide such training, we did question 


_ the close relationship between IHM and the Corporation. This relationship creates 
_ a potential conflict of interest when individuals who are both Corporation employ- 
| ees and IHM officials are in the position to recommend grants to IHM (the Cor- 
_ poration cheque requisition for the $85,000 grant was prepared and authorized by 
_ Institute members, acting in their capacity as Corporation employees), and to 
_ approve the attendance of Corporation employees to conduct IHM business on 
_ Corporation time. Additionally, although the Corporation provided resources 
_ heeded to operate the Institute it has no control over its assets or operations. 


We were subsequently advised as follows by the Corporation: 


“Observations on this grant implies there could be some irregularity in 
the Corporation’s relationship with the Institute of Housing Manage- 
ment. The Board views the Corporation’s relationship with the Institute 
as being both necessary and logical. For your further information the 
complete background of the founding and development of the Institute 
is set out below. 


“Both the Corporation and the Ministry of Housing, at the outset, fore- 
saw the very tangible benefit the formation of an accrediting body would 
provide to the roughly three hundred housing authority and Provincial 
Government employees. In addition, similar benefits would accrue to the 
housing management industry as a whole, including those private sector 
personnel involved in the management of condominiums. Many difficult 
problems encountered by this latter form of housing enterprise had been 
identified as management skill oriented. 


“In retrospect, the Corporation feels absolutely justified in taking the 
initiatives it did to set in motion the formation of an organization which 
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has, in four short years, with our encouragement, more than achieved 
its objectives. 


“The prime movers in the formation of the Institute were senior staff 
members invited by the Corporation to pursue this purpose. The benefits 
that were to accrue to the Corporation and the housing management 
industry as a whole, are far reaching and controls were in place to en- 
sure that start up funds granted were used for the purpose intended. 


“Further, the subsequent election of senior staff of the Corporation to 
serve on the Board of Directors of the Institute, was additional assurance 
that the interests of the Corporation were fully safeguarded. 


“At the time the Institute of Housing Management applied for the one 
time grant of $85,000, this Corporation was fully aware of the existence 
of the Institute of Real Estate Management and its CPM courses, and 
agreed with the Institute that these were unsuited to the overall needs of 
housing management, being well beyond the reach of most property 
managers due to the high cost involved. 


“By utilizing the facilities of the International Correspondence Schools, 
an organization of international repute, the Institute identified to the Cor- 
poration thirty-two study units, which fitted its syllabus, and which were 
available immediately for home study. This, in effect, saved some 
$315,000 of a $400,000 original estimate for the total production of a 
home study package. 


“The support the Corporation has offered the Institute is administrative 
in nature, and while this may have been considered substantial at the 
outset, such support was withdrawn to a very large degree soon after 
the Institute’s incorporation. Support at this time is confined to the re- 
lease of six staff members, who are Directors of the Institute, to enable 
them to attend a monthly Board meeting of 22 hours duration. 


“As far as office accommodation is concerned, this is confined to the 
space required for one filing cabinet. 


6€ . . . 

Three of the course writers, who were paid a nominal fee, were Cor- 
porate employees and members of the Institute. However, all assign- 
ments of this nature were undertaken in the employees’ own time. 


“The expenditure of the $85,000 grant is being carefully monitored by 
the Management Board of Cabinet, through one of its analysts.” 


96. Stronger Penalties Urged for Tenant Misrepresentation of Income, Ontario 
Housing Corporation. The Corporation’s audited financial statements for the year 
ended December 31, 1978 are reproduced in Volume 2 of the 1978-79 Public 
Accounts. 


The rental rates for Ontario Housing Corporation units are based on the ten- 
ants’ gross family income and therefore tenants are required to state their income 
for rent calculation purposes. However, in many cases, the total stated income can- 
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not be proven, since any omissions of part-time work or spouses’ jobs cannot be 
traced. Exposures of income misrepresentation usually result when a third party, 
such as a neighbour, informs on a tenant. Since exposures of this type depend on 
third party disclosure, the extent of the problem cannot be determined; however, 
in our opinion, only a small percentage comes to light. 


For the 1978 year, 42 misrepresentations in the Metro Toronto area were 
uncovered, resulting in 37 completed investigations which revealed that the Cor- 
poration had lost, before any recoveries, $136,285 in rental revenue, or an average 
of $3,683 per case. 


The practice of the Corporation is to endeavour to recoup any losses result- 
ing from misrepresentations. The consequences for a tenant who misrepresents his 
income are either a settlement of previous underpayments, or if repayments of rent 
are not made, expulsion from the rented unit. In our opinion, these consequences 
are not a sufficient deterrent to the tenant who fraudulently misrepresents income, 
and we therefore recommended that in those cases where fraudulent activity is dis- 
covered, the Corporation, in cooperation with the Attorney General, lay criminal 
charges. Although we were advised that under the present lease agreement prose- 
cution may not be possible, we noted that a provincial housing authority with an 
identical lease agreement has gained a conviction. 


We also noted that the provincial housing authorities follow their own pro- 
cedures in regard to tenant income misrepresentation. In order to protect the public 
purse in a consistent manner, we further recommended that any policy established 
for Metro Toronto projects also apply to provincial housing authorities. 


The Corporation subsequently responded as follows: 


“Your recommendation that the Corporation, in co-operation with the 
Attorney General, lay criminal charges against tenants who have fraud- 
ulently misrepresented their income has been seriously considered by the 
Corporation but with reservations. The Corporation agrees that a crim- 
inal fraud conviction in flagrant cases will serve as a deterrent to other 
tenants. However, not every misrepresentation amounts to criminal fraud. 
In many cases the provable facts, while sufficient to prove misrepresen- 
tation for the purposes of a civil suit, are not sufficient to prove criminal 
fraud. It has, therefore, been the practice of both the Corporation and of 
its Housing Authorities, in the case of persons who are currently tenants, 
to obtain civil judgments under Part IV of the Landlord and Tenant Act 
for eviction and repayment, and only to institute police investigation 
leading to criminal fraud charges where deliberate and serious dishonesty 
can be proven to the standards required by criminal law. In most cases, 
with respect both to existing and former tenants, where misrepresentation 
of income has occurred, civil judgments can be obtained in either County 
or the Supreme Court and this is the more appropriate course to pursue. 
During the last several months, judgments and settlements have been con- 
cluded for a total of $24,600 which has been received either in the form 
of lump sum payments or is being collected in periodic monthly pay- 
ments. 
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to Mme 
“Your comment that prosecutions may not be possible under the present 
lease is not entirely correct. The difficulty was experienced with the an- 
nual income verification forms required to be signed by the tenant pur- 
suant to the lease agreement, rather than with the lease itself. This was 
due to the fact that the space for insertion of the income information 
appeared below the space where the tenant was required to sign and was 
often completed by an attending OHC staff member rather than by the 
tenant. In addition, the form did not provide for the signature of a wit- 
ness. This form was revised in November, 1978 to rectify these defici- 
encies and is now in general use.” 


97. Opportunity for Improved Allocation of Grants, Province of Ontario Coun- 
cil for the Arts. The principal function of the Council is to promote the study and 
enjoyment of and the production of works in the arts by providing grants to organ- 
izations and persons. As at March 31, 1979 the assets of the Council amounted to 
$1,692,712, with offsetting liabilities and reserves. For the 1978-79 fiscal year, 
revenue, including grants of $12,944,373 from the Province of Ontario, totalled 
$13,124,174 while expenditure was $12,582,574. 


Commencing with the fiscal year 1977-78, funding of ongoing administrative 
expenses of approximately thirty provincial and national arts service organizations 
was transferred from the Council to the Arts Services Branch of the Ministry of 
Culture and Recreation. These organizations are also eligible to apply to the Coun- 
cil for assistance with special programs or activities. Prior to this arrangement, most 
of these organizations were assisted solely through the Council. 


The Ministry developed detailed eligibility criteria and guidelines for funding 
these arts service organizations, and a formula based operating grant program for 
funding art galleries in order to determine and regularize the level of support for 
administrative expenses. In developing the criteria and guidelines for funding arts 
service organizations, the Ministry took into consideration: 


— the extreme diversity of types of service organizations; 

— the variety of programs and activities of the organizations; 
— diverse memberships; and 

— widely divergent levels of existing provincial support. 


The Council has not developed such criteria, guidelines or formulae in fund- 
ing administrative expenses for other arts organizations. In order to establish com- 
parable improvements in the allocation of grants, we recommended that: 

(a) a similar approach be taken by the Council to develop criteria, guidelines 
and/or formulae to be used in determining the level of support for fund- 
ing administrative expenses of the other arts organizations which are 
currently solely funded by the Council; or 

(b) a review be made by the Council of all its existing grant programs to 
establish whether or not a dual funding arrangement, similar to what has 
been arranged with the Ministry for arts service organizations, would be 
more appropriate. 


The foregoing comments were reviewed with officials of the Council. However, 
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“no formal report had been issued as at September 28, 1979, the date of this Report. 
Therefore, we are unable to present the Council’s views on the subject matter. 


98. Report Made to the Standing Public Accounts Committee Re Matters Per- 
taining to The Royal Ontario Museum. Pursuant to a Report of the Standing 
Public Accounts Committee to the Legislative Assembly dated May 31, 1979 
(adopted by the Assembly on June 4), we were required to analyze the most 
current monthly financial statements and budget of The Royal Ontario Museum, 
and to report back to the Committee on the results of such work. 


Accordingly, a memorandum detailing the results of our review was tabled 
with the Committee on June 21, 1979. An official copy of this memorandum is 
on file in the Office of the Clerk of the Legislature. 


Our memorandum consisted of two sections, which covered the following 
subject material: 





1) Matters related to the Museum’s Renovation/Expansion program, to- 
gether with related Province of Ontario and other financing for such 
expansion; 


2) Matters, other than the preceding, resulting from a general analysis of the 

Museum’s financial statements and budget, specifically dealing with the 
rationale for and consistency of, the proration of receipts and expendi- 
tures, as between operating funds and trust funds. 


| This memorandum was reviewed in detail at Committee meetings which 
were held on June 27 and June 28. Both the Minister and Deputy Minister of 
‘Culture and Recreation were present at and participated in these meetings, to- 
gether with the Chairman of the Museum’s Board of Trustees and the Director of 
the Museum. 


It is expected that recommendations resulting from this review will form 
part of the Committee’s final Report to the Legislative Assembly, which should 
be released near the end of the current year. 


99. Excess Capacity at New Transport Terminal, Star Transfer Limited. As at 
December 31, 1978 the assets of the Company totalled $8,411,074. Liabilities 
‘and reserves amounted to $6,905,899, while capital and retained income totalled 
$1,505,175. For the fiscal year ended December 31, 1978, the Company in- 
curred a loss of $665,655. 


| Star Transfer Limited was incorporated as a private company on January 2, 
1951, and was subsequently purchased by the Ontario Northland Transportation 
‘Commission under an agreement dated July 11, 1960. Since that time Star Trans- 
fer Limited has operated as a wholly-owned subsidiary of the Commission, and 


‘has provided trucking service throughout northeastern Ontario. 


The Directors’ minutes of July and October 1978 indicated that the newly 
constructed transport terminal in the Toronto area, brought into service during 
1978 and costing approximately $3,300,000, provided facilities in excess of the 
Company’s needs. 
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The pre-design study prepared for the Company in 1974, by consulting en- 
gineers, forecasted a growth rate of 8.4 per cent per year on the assumptions that 
the Company: 
(a) maintain existing services, 
(b) acquire new service areas by merging with a North Bay licencee or by 
obtaining a licence to permit delivery to North Bay, and 
(c) obtain some type of limited commodities licence, in furniture for exam- 
ple, with lower tariffs. 


In the period between the 1974 pre-design study and May 1977, the month 
following the date when the contract to construct the terminal as planned was 
awarded, reports to management indicated that shipments requiring terminal facili- 
ties dropped 14.8 per cent in 1975 and 3.3 per cent in 1976. Licences were also 
issued in this period to two other carriers in the Company’s existing serviced area. 


The Company estimated in October 1975 that an investment of $200,000 
would have brought the existing terminal to acceptable standards for the Com- 
pany’s immediate requirements, which presented a significant alternative to the 
proposed investment required for the new terminal. Except for approval by the 
Board of Directors on April 26, 1978 to apply for an “A” licence to North Bay 
and Sudbury, we found no evidence that the Company acquired, or attempted to 
acquire, new serviced areas through merger or licence, or obtained any limited 
commodities licences consistent with those described in the pre-design study. 


Subsequent to December 31, 1978, we were advised that management was 
investigating the lease and operation of the maintenance facilities of the Toronto 
terminal to another company, and was also investigating arrangements with an- 
other carrier. A consulting firm was engaged to review the Company’s operations. 


We were advised as follows by the Chairman of the Ontario Northland Trans- 
portation Commission’s Audit and Finance Committee on August 29, 1979: 


“The facts contained in the report are essentially correct and no further 
elaboration at this point is considered necessary. 


“We would like to point out that the lease and operation of the maintenance 
facility of the Toronto terminal by another company was in effect for a 
period of approximately five months. It has, however, since reverted back to 
Star Transfer Limited and is again operated by the Company. 


“The consultant engaged to examine the operations of Star Transfer Limited 
has completed his work and made various recommendations, many of which 
have been implemented. 


“In addition, a new general manager has been appointed effective August 
DD 1 OF Oe 


100. Improved Computer Controls Recommended, Workmen’s Compensation 
Board. The audited financial statements of the Board for the year ended Decem- 
ber 31, 1978 are reproduced in Volume 2 of the 1978-79 Public Accounts. 
A) Disaster Recovery Plan 

We recommended that an EDP disaster recovery plan, together with a user 
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contingency plan, be established by the Board within the immediate future by a 
combined task force of the Information Systems and Data Processing (ISDP) 
Branch and users. We appreciated that such a plan would represent a major un- 
| dertaking, and may require upwards of one full year in terms of elapsed time for 
development. 





The growth of ISDP services and the acceptance and reliance of the Board’s 
users On on-line systems, combined with the Board’s high degree of visibility with 
_the general public, leaves no alternative. 


Responsibility for the development of this plan should probably be vested 
with the Systems Security function, and we suggested that the Board consider the 
use of external management consultants to review the plan. In any case, it would 
be imperative that the developed plan be put to a full unscheduled test in order to 
ascertain its validity and thoroughness, prior to its acceptance as policy and pro- 
cedure. 


B) Review Procedures 


At the time of the audit, we were given to understand that minimal regular 
review was being exercised over: 


(1) unsuccessful on-line screen “sign-ons”, and 


(ii) computer utilization by application, users, and ISDP. 


, We therefore recommended that the Systems Security function should in- 
clude: 


(i) establishing an automatic monitoring and reporting function within each 
of the computers to identify the time, nature, and location of unsuc- 
cessful “sign-on” attempts and that such reporting be reviewed several 
times per day and not solely at week or month ending intervals, at which 
point the tracing of a potentially unauthorized access is not feasible. Un- 
successful “sign-on” attempts are usually an indication of one of two 
conditions: 


(a) an unauthorized user has not received sufficient instructions and is 
incapable of performing a proper “‘sign-on’’, or 

(b) an unauthorized individual is attempting to establish the method of 
authorized entry to perpetrate a defalcation. 


! Similarly, authorized “sign-ons” should be recorded and reviewed for 
| abnormal or unusual time, type, and nature of usage. 


(ii) reviewing computer usage on a regular basis, probably weekly, to assure 
that there exists no misappropriation of computer resources. 


| On July 19, 1979 the Executive Director, Financial Services Division, ad- 
vised us as follows: 


Disaster Recovery Plan 


“This is only one element of a comprehensive contingency plan. The 
Systems Development Steering Committee has been reviewing this matter 
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and an appropriate course of action to address our needs will be forth- 
coming in the near future.” 


Review Procedures 

“The necessary software is either being planned, developed or imple- 
mented and due to the complexity of our operating environment, such 
data will be limited in value until our environment stabilizes and our 
applications are all under OS (Operating System) and the control of a 
data security system.” 
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I am pleased, once again, to have this opportunity to express my appreciation 
_and that of my colleagues in the Audit Office for the co-operation and assistance 
extended to us by officials and staff of the various ministries and agencies of the 
Crown during the conduct of our audits. 


| Also, I wish to thank the members of my own staff for their strong support 
during the past year in the fulfillment of our responsibilities to the Legislature. 





F. N. Scott, F.C.A., 
Toronto, September 28, 1979. Provincial Auditor. 
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EXHIBIT 1 
| SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Accounting Entity 

| In the operation of its financial affairs the Province of Ontario employs the 
concept of a Consolidated Revenue Fund, unique to the parliamentary system of 
government. The financial transactions of government ministries are recorded and 
displayed as Consolidated Revenue Fund cash inflows and outflows. With respect 
to the financial operations of provincial crown corporations, agencies, boards and 
commissions, the financial statements of the Consolidated Revenue Fund reflect 


only the extent to which their operations have been financed from or have contri- 
buted to the Fund for the year. 





‘The Accounting Basis 


The Province of Ontario uses the cash basis of accounting for its financial 
transactions, modified to allow an additional thirty days to pay for goods and 
services pertaining to the fiscal year just ended. In this regard, payments to em- 
ployees for the pay period which overlaps the fiscal year end date are apportioned 
‘between the two years. The cash basis of accounting, modified as described, is used 
to disclose to the public the stewardship of the Government in regard to monies 
entrusted by appropriation, and raised through taxes and borrowing. Revenues and 
expenditures being unrelated in nature are matched only by timing of cash flow. 


Classification of Transactions 


The transactions of the Province of Ontario are presented in summary form 
according to the three distinct areas of government activity through the Consoli- 
dated Revenue Fund. 


“Budgetary Transactions” are operational activities which include the rev- 
enues raised through taxation, premiums, fees, licences and permits, payments 
from the federal government under shared-cost programs and income from 
investments. Expenditures on government programs include payments for 
goods and services, interest on the public debt, salaries, transfer payments to 
individuals, municipalities and institutions under various social programs, sub- 
sidies and grants, and the acquisition or creation of fixed assets. The extent to 
which revenue exceeds or falls short of expenditure directly decreases or in- 
creases the net debt of the Province. 


“Non-Budgetary Transactions” are the lending, investment and trust adminis- 
tration functions which include, as distinct from expenditure, the government 
lending and investment activity in various crown corporations, agencies and 
municipalities. All of these loans and advances are repayable or represent 
equity holdings supported by the assets of the corporations. Also included in 
this category is the activity within deposit, trust and certain special purpose 
accounts. “Disbursements” is the term used to describe the lending and invest- 
ment transactions of the government. “Receipts” consist of the repayment of 
loans or recovery of investments. “Credits” is the term used to describe pay- 
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ments into deposit, trust and special purpose accounts. Payments made from 
these same accounts are termed “Charges”. 


“Debt Transactions” are the borrowing and repayment transactions which in- 
clude obligations issued to both non-public and public sources of funds. 


Assets and Liabilities 

The assets and liabilities reported in the financial statements are financial 
claims which have been created by cash transactions. The assets are claims by the 
Consolidated Revenue Fund on other parties. The liabilities are claims by other 
parties on the Consolidated Revenue Fund. 


Since expenditures on fixed assets do not represent financial claims on other 
parties and are not considered to differ from any other service to the public they 
are not reported as assets but are expensed as budgetary items in the year of acqul- 
sition. 


Debentures, notes and treasury bills are recorded as liabilities at the face value 
of the debt instrument, and discount, premium and commission expenses are treated — 
as current year budgetary transactions. The general resources of the Province are 
used for the continued orderly retirement of debt and no sinking funds are main- 
tained for this purpose. 


The contingent liabilities of the Province consist of guarantees by the Trea- 
surer of Ontario of debt instruments issued by provincial agencies, boards and 
commissions and bank loans under certain government programs. Other significant 
legal commitments and liabilities are disclosed in notes to the financial statements. 


The net debt of the Province is the excess of liabilities over recorded assets. 
It is also the accumulation of all budgetary deficits and surpluses since Confedera- 
tion. The year-to-year change in net debt is the amount by which revenues exceed 
or are less than budgetary expenditures. 





| 
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OPENING BALANCE 
Cash, temporary investments and 
marketable securities ................ 


BUDGETARY TRANSACTIONS 
TICS LD pene te cr it 22s 
Bere HGILULCHY Vay oe Goes sec 


Bucdeetary Ceficit OQ.) sc. ccsces cscs 


} 
NoN-BUDGETARY TRANSACTIONS 
Loans, Advances and Investments 
LS S10 CP Dear ee i en 
BIS OMTSEMENIS, rier Kei. oct covac edie 
Net Increases in Loans, Advances 
and Investments ....=..........5. 


Trust Administration Functions 
OSE Se) Se ee enn 
MIRAE EN 20. aD el ia a 
Net Increase in Trust Administra- 
PROTECTIONS .5.40c.5.055-c0s vee: 


TO NMR an oe chi ua ee 


CasH REQUIREMENTS* 


DEBT TRANSACTIONS 
Beeeds Of LOANS cccciecie-geeresses 


CLOSING BALANCE 
Cash, temporary investments and 
marketable securities 


EXHIBITS 


1979 


($ millions) 


548 
(15591) 
C257) 
(1,848) 
2,320 
1,020 








11,308 
13,29 


ea | 
949 





(628) 


420 
125 





LD 





2,036 
138 





“Includes borrowing and lending on behalf of Ontario Hydro. See Note 2. 
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| STATEMENT OF CONSOLIDATED REVENUE FUND 
for the year ended March 31, 1979 


1978 


($ millions) 


(1,821) 


(333) 


804 


(2,154) 


1,898 





548 








See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements. 
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STATEMENT OF BUDGETARY REVENUE 


for the year ended March 31, 1979 


TAXATION 
Personal MiCOMme:. LAK vadeseics cae hos cosa aera eee 
Retail’ Sales: Lax (Note 10) 0 vit vacc. ee aresmennaientneneiers 
CORPOLATIOIS PAK iyo ee cay 1 acted Pew are NAT ee hence 
TF ASOLIMOR LL Bronce, Oe nearer Ro ose Ae eT 
TTODACCOn LAK re ee Rice hae ee een oe ee ee 
Motor Vehicle: Buel: Taxes aac cence ey 
TESTI RE AUSTET sl A Siew acanne areola ee eee cera eee Re mney 
SUCCESSION DULY s re en rire accecn ses ee ee a oan ee ee eee 
RACE PTACK SL Xe ey at ne ee 
Federal Government Income Tax Revenue Guarantees _.... 
OPRSE Se ieee AIR eects doe ee ae 


OTHER REVENUE 
Premiums—Ontario Health Insurance Plan ...................... 
Profits from Crown Corporations and Boards 
Liquor Courol Board ‘of OnlariG anon ates eee 
Ontario: Lottery’ Gormoration. & atte 
Vehicle TERISETALTION LCOS svsccrzies twats oevassonnindacraervac een eee 
Liquor Dicence e0ard— fees. 074..5-eraeeuetcare epee ee ay ee 
Other feesaand Wicencess Oe ae ee 
Pines eanGs Penalties, vivvG knees etd Reece rece 
ARO VALE Qi ceiver See eric Vie See a 
Gality ‘Services Ghar ges. isc.) anit eae ae eerie eee ee 
O11 ol ie Oe sain ie is IE Ra ee meRmME eit OE RC Monwtees oP 


GOVERNMENT OF CANADA 
Established Programs Financing 
Cash Contribuon oases eieniceasraie te eee 
Extended: Health Gare Services: «0.0.0 ee 
Hospital Insurance and Diagnostic Services Act 
Canada Assistance Plath 684.4 1 oe ee 
Economic Stimulation, GNotes40). ec.chees ce 
Adult Occupational Training Agreement .............0000........... 
© 15 01) gare ede sere: ete ee ee Ce ae Dem em ai, Penne ES! 


INTEREST ON LOANS, ADVANCES AND INVESTMENTS: (Note 2) 


TOTAL BUDGETARY REVENUE 


1979 
($ millions) 














12,566 
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1978 
($ millions) 


2,447 
1,926 




















See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements. 
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EXHIBIT 1 
| STATEMENT OF BUDGETARY EXPENDITURE 
| for the year ended March 31, 1979 
| 1979 1978 
| ($ millions) ($ millions) 
SOCIAL DEVELOPMENT POLICY FIELD 
RSAC emer an Re RO ee Se ONT RAN okie cin a8 eats co 3,958 3,631 
“)GILMNGEE RE 6a lee peed oon anita bi Reach: garni ac ree eet ae wee re 2,391 2,343 
PeGHeEES ANG wUNIVETSILICS 0. cd kamen tn Mel cnet eee 137, 1,257 
Somimunity and oOClal *SErViCes .)..00s...00 het oc ek ee 1,226 i337 
Mrrgure anid RCCIEATION ys ei ees oecate es ee 207 192 
Roc evelopinemt POMCY 25:05... aurea ee eee 2 2 
I ays) 8,562 
RESOURCES DEVELOPMENT POLICY FIELD 
Transportation and Communications .....................cccccccee 1,068 1,035 
RTP EC CSOT COS erty a en ee clea: 246 243 
OSG ETOE ETC RAN 1 Va Ua Ril toa fe DSN gos oa ec 174 170 
LOS EISY TSE UE SS PRES, Novseces pamelahtphts Se lk IGA li OG en PR 167 Liz 
SP NEU P EY RYT NYS TY tity RUM nt on i aca A Pat a et a cP? 114 
Ba E MATIC DOULISIN Or hrgieeoe fora ohana vid ev shu rem eae 60 53 
12 STOVE Sona T. § SR ee eae 2 a a 34 29 
CO LSMELAY UAB Sa i ere a De to OO cL aR Pee trac a 10 7 
Be-ources Development POlicy..'s.< Mews cies a ls 3 3 
1,884 1,826 
JUSTICE PoLicy FIELD 
NOTE OTICT A Lat oi AEs AOR 168 153 
A NIETTS 1 U6 intel e) eennn e n e 140 129 
METTLE (OTID ECL VICES sen in. octet cue canbe anacte taaeaty 130 119 
Consumer and Commercial Relations ..........................00060 63 63 
501 464 
JENERAL GOVERNMENT 
Breer oOVeETNMeNtal PA MAINS oscars. «oo c een metortaaaal DORE Re 510 391 
BE THITIENT i SET VICO SM ee nos id dit adnan s Mavakeins 253 271 
Eee LETS MN SR OB Le 8 i he Dh oe ath vacsijudinopiantd enable 194 194 
OSL AY SEITE Ja NG WEBS ole com eget ae os ite a RE Pe eer eer i ee re | 113 
eee HET ASSEENOIY cin icascaek contin ice icin brattone oben gas 22 30 
Me SUTY ANC EE CONOMMCS. (ot. sat ire sh scenic’ some Rawat 21 19 
OL_DLOIT Cy Aa ROR aide anne We ee ae CRM Tee Oe ee 18 17 
1,143 1,035 
faeeic. DEBT—Interest CNOte 2) o..cc...ccccccececsecsernesessennenteneceeens 1,474 1,242 
BER BUDGETARY EXPENDITURE ..0..0..ccncesscccedssesesssaysessevasseseenses 14,157 13,129 


See accompanying Summary of Significant Accounting Policies 
statements. 
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EXHIBIT 1 
STATEMENT OF NON-BUDGETARY TRANSACTIONS 
for the year ended March 31, 1979 
1979 1978 
($ millions) ($ millions) © 
LoaNns, ADVANCES AND INVESTMENTS 
Receipts 
Ontario Hydro—advances secured by bonds ...................... 83 58 
Nuclear power generating station—Pickering (Note 2) .... 20 ZL 
Other corporations, boards and commissions 
Ontario: Martgaze, Corporation: nos; disc avonsdy sae eeerneen eters 144 21 
The Ontario Education Capital Aid Corporation ........... 67 62 
The Ontario Universities Capital Aid Corporation ...... 28 Dt 
Ontaro Housing: Corporation. «..c,.tanumcsneen eae 34 12 
ETN er ee finch ak ae to ao a ao 47 
Water treatment and waste control facilities ...............0..... a2 35 
Poans TO.nuuc pales: inca ieee eee 22 18 | 
Other loans and investments..s.:,n5sscasraes sere 20 19 
503 321 
Disbursements 
Ontario AGRO Gass eee Seas ee cee 750 450 
Other corporations, boards and commissions 
The Ontario Education Capital Aid Corporation .......... a 81 
The Ontario Universities Capital Aid Corporation ...... 34 
Development Gorporavions: ssc. swans ence eee 40 42 
Ontario Housing Corporation ....... £iydiesieeaiva Mare eeeaaaee 29 30 
Ontario Mortgage Corporation: 44... oe 16 85 
NET 8 ee ee see ee ea ee 36 17 
Water treatment and waste control facilities ..........0000...... 147 135 | 
HOaNns. tO: MUNICHIALITIER. ie. caulchaaiossaenns aoe eet 39 44 | 
(ther Toans and Hovestumnents: c7.cicce eee seehaiede ee ener 1 31 
1,129 949 
NET INCREASE IN LOANS, ADVANCES AND INVESTMENTS ............ 626 628 | 
TRUST ADMINISTRATION FUNCTIONS | 
Credits | 
PONISI ONY LEAS) ina east Oh sealant oe one 302 253 | 
Deposit, trust and reserve ACCOUNTS © .hinnrcWernccseeroameroes 128 161 | 
The Province of Ontario Savings Office Deposits—net | 
PIC TOASE cc sy. cos ee bites tea an ee 61 6 
491 420 
Charges 
PESO IT: TUS ys. be eters Anco pict camer oec kates eee 7h 58am | 
Deposit, trust and reserve accOunts ............00ccccc0ccccesececeeeee 51 67 
122 125 | 
NET INCREASE IN TRUST ADMINISTRATION FUNCTIONS .............. 369 295 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. | 
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STATEMENT OF DEBT TRANSACTIONS 


for the year ended March 31, 1979 


cerns OF LOANS 

_ Non-public 

| Canadian Pension Plan Investment Fund 
MeO CNOLS WOUNETANMUAUION FUNG -o...ccccecssecccccccesceedecsscereesss 
Ontario Municipal Employees Retirement Fund .............. 

| Central Mortgage and Housing Corporation—waste 

POMEL TOUTIS nn ee ee ee ose ret ce. 


Public 
MeO At, Of CATION FAV OLO) Goi escevsacosdcrmeods Receaceiondetieseubeais 
ert te VET ES ot ICY Vie eee ee Ph tn WN wicks «hitmen pedveses 


MEER E EDS OF LOANS op oo cccicsc nutans Savio els on cgchctaveesgaeveanscveesernesant 


RETIREMENTS OF LOANS 
Non-public 

Central Mortgage and Housing Corporation— waste 
PLCC) Ue 1s CHI eNRR saint tt ogee eee ra ee 

Government of Canada, Municipal Development Loan 
Bea rc ern) Me ee Be pts ii Oa baying haste tes 

Government of Canada, Federal-Provincial Employment 
MeV OM PTORUAIIS Shite tte. Ait deci Po ptr cheeeedah: 


Public 
Sempenait Ol Ontario TVG ©6240. ee has eiscceie ees 
BOR EA OUTDO SCS) fete ea hee ee eae a ied cae cdc evn 


TOTAL RETIREMENTS OF LOANS 


See accompanying Summary of Significant Accounting Policies 
Statements. 


($ millions) 


1979 


and Notes to the 


1978 


($ millions) 


851 
488 
190 


Financial 
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STATEMENT OF ASSETS AND LIABILITIES 


as at March 31, 1979 


Assets 


Cash, temporary investments and marketable securities (Note 1) ...... 
Advances to: Ontario’ Hydro (Note: 2) 2.26.5 
Advances and investments—other corporations, boards and 

COMMMISSIONS > ( NOLE a3 Je ee iued ys eee ect irca Fahad tieeat ea 
Investments in water treatment and waste control facilities 

(atscost lessurecoveties) “CNOtE 4): ...2.5icssemteaerinons nt oer eneent ns ee 
Loansy to Titilicipalitiess ..80hs s-txatees greene teen cei encore tan iia ten eee 
Other-lJoans and investments CINOtG <3) y2cndc terre eae eens 


TROPA TTOCOTUCE ASSEUS a no. acs that sel eee ORL ae eee 
INE GTS ae occ ee et ee ss OAS wget Aechmea ot 


Liabilities 


Deposits with The Province of Ontario Savings Office .........0.0.0.000.. 
Pensions Punds = CINOIE:.6 |, scc.ute, Seo ee ae et eee eee 
Depositstrust and Teserve ACCOUNUS 2 in b.cancs een eeu en, eee ee 
INAVanCeS” DAVAUDIC: ws Shica a reese spinkecdthvadobulis cece Ae ee 
ETeASUGY. OLS. 6.8, 55 ela it.c eed a oes cape hee ane ba. hoe eal cl 
Debentuceseand notes, NOG 7) canine nats eee: 


Contingent 1apilities ONO (8) < sdesscci.ccsedearimas a ease eee eee eee 


1979 
($ millions) 


1,020 
APPT: 
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1978 
($ millions) 


548 
2,220 
4,455 


880 
325 
269 


9,403 
7,998 


17,381 




















| 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements. 


Approved on behalf of the Ministry of Treasury and Economics. 


A RENDALL DICK, Deputy Treasurer of Ontario and Deputy Minister of Economie 


G. McINTYRE, F.C.A., Executive Director, Treasury Division. 
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EXHIBIT 1 
NOTES TO THE FINANCIAL STATEMENTS 


(all figures in millions of dollars) 


Cash, Temporary Investments and Marketable Securities 


Temporary investments, which include obligations of Canadian chartered banks and other 
short-term investments, are recorded at cost. Marketable securities, which include deben- 
tures and bonds issued by the Province of Ontario and Ontario Hydro, are recorded at cost 
which was $51 million at March 31, 1979 (1978 $82 million). The market value of these 
securities was $48 million at March 31, 1979 (1978 $80 million). 


Advances to Ontario Hydro 





1979 1978 
Seem O Vas DONUS Er yen ee eee in ere ee $3,568 $2,901 
Nuclear power generating station—Pickering .......000...00000... 5 pda 
$3,573 $2,926 








The Province, in addition to guaranteeing Ontario Hydro debt obligations, has issued U-S. 
dollar debentures on behalf of Ontario Hydro. The proceeds have been advanced to Ontario 
Hydro in exchange for U.S. dollar bonds with the same terms and conditions as the de- 
bentures of the Province. These borrowing and lending transactions, which fall outside the 
Province’s own budget framework, increased the Province’s level of non-budgetary trans- 
actions, cash requirements and debt transactions by $667 million (1978 $392 million). In 
addition, the interest payments related to such borrowing and lending transactions increased 
the level of budgetary revenue and budgetary expenditure by $244 million (1978 $209 
million). 


The Province, by agreement with Ontario Hydro and Atomic Energy of Canada Limited, 
contributed $100 million to the capital cost of the Pickering nuclear power generating 
plant and under the terms of a thirty year agreement receives payments based on the net 
operational advantages of the plant. These payments, which have amounted to $95 million, 
have been applied entirely to reduce the advance. 


Advances and Investments—Other Corporations, Boards and Commissions 





1979 1978 

The Ontario Education Capital Aid Corporation .........0....00......... $1,278 $1,274 
The Ontario Universities Capital Aid Corporation ...................... 1,204 15232 
et HOMO CAGE. COTPOLALION) ci Aersse an sank xt sceunioroate teas svase Tucens 630 758 
eA MLAOUSIN Gs OTDOLALIOD: fei deme yk witty pstow ea tees clots 32 349 
eee SOE OL PORATION vain sely ot Pe anh. ps tin raat anlioencioneart oes 345 332 
Rr Oa NTROAT A OF DOLALIONS otek se oan esta rhs eh, vdeo sre espe cao 198 179 
BOM NCTC COMMOTION 1. ciasc send tierieeeoutn Ber emer <a seat eo oh he pA 100 
LEE us Sn aati ue RR eS Se Re SPAR SS oe er ane ee Te pea 231 

$4,340 $4,455 











The Ontario Education Capital Aid Corporation receives advances from the Province to 
purchase bonds or debentures issued by school boards for capital expansion programs. The 
securities held by the Corporation are the obligations of the individual school boards. 
However, under current support arrangements for local school boards, approved debt 
charges are subject to Provincial grants averaging 75%. 


The Ontario Universities Capital Aid Corporation has received no new advances since 
March 1978 when the Province changed its capital financial support program from loans 
to grants for new construction in the post-secondary education sector. Under the former 
program the Corporation received advances from the Province to purchase bonds or de- 
bentures issued by provincial universities, colleges, the Art Gallery of Ontario, the Royal 
Ontario Museum and municipalities on behalf of public libraries, for approved capital con- 
struction projects. The securities held by the Corporation are the obligations of the issuing 
institutions. However, these institutions received annual budgetary grants in 1979 of $116 
million (1978 $113 million) from the Province to cover the full amount of principal and 
interest due to the Corporation. 
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The Ontario Mortgage Corporation has used advances from the Province to provide prim- 
ary and secondary mortgage financing for eligible persons. The Province paid subsidies 
amounting to $2.5 million in 1979 ($1.8 million in 1978) to the Corporation for certain 
loans made at interest rates lower than cost. Following a change in government policy, the 
Corporation sold $109 million of its mortgage portfolio during the fiscal year and has 
made no new commitments. Further sales from the portfolio are scheduled for 1979-80. 


Ontario Housing Corporation plans, constructs and manages residential housing projects. 
Financing is provided by the Province and Central Mortgage and Housing Corporation 
(a federal crown corporation). Operating subsidies are shared by the Province, Central 
Mortgage and Housing Corporation, and municipalities. The Province’s share of the subsidy 
for the calendar year 1978 was $91 million (1977 $80 million). At June 30, 1978, the 
Ontario Student Housing Corporation was dissolved and all assets and liabilities, including 
an $8.5 million liability for advances from the Province, were assumed by the Ontario 
Housing Corporation. Subsequent to the year-end certain assets and liabilities, were ap- 
proved for transfer to the Ontario Land Corporation from the Ontario Housing Corpora- 
tion retroactively effective from January 1, 1979. At March 31, 1979, the amount of the 
advances to be transferred from the Ontario Housing Corporation account to the Ontario 
Land Corporation account is approximately $160 million. 


The Ontario Land Corporation was established in 1974 to assemble land for new com- 
munities and industrial parks. In 1978 the Corporation’s objects were broadened to include 
land development. In this connection, and as described above, certain assets of Ontario 
Housing Corporation including land leases, mortgages, agreements for sale and lands 
scheduled for residential, industrial and commercial development, were transferred along 
with related liabilities to the Ontario Land Corporation. In addition the Province discon- 
tinued its practice, effective October 1, 1978, of charging the Corporation interest on out- 
standing advances used to finance land holdings. 


Ontario Development Corporation and the associated Eastern Ontario Development Cor- 
poration and Northern Ontario Development Corporation provide loans and arrange for 
provincial guarantees of bank loans to qualified enterprises. The Province has purchased 
an equity of $7 million and has advanced all funding for the lending programs of the 
corporations. Through its budgetary expenditures, the Province also transfers to the cor- 
porations an amount to defray the costs of all administrative expenses, certain loan for- 
giveness, honouring guarantees, and writing off loans and losses due to the corporations’ 
lending rates being lower than their borrowing rates. In 1979 these transfers amounted to 
$20.8 million (1978 $21.7 million). 


Ontario Energy Corporation was established in 1975 with a $100 million equity investment 
by the Province to develop energy sources for Ontario through investment in energy ex- 
ploration, development and production. The Corporation’s initial major involvement was 
a 5% equity position in Syncrude Canada Ltd. which was sold during 1978 for $160 million. 
The Corporation has also been participating in the research aspects of the Polar Gas Pro- 
ject which is studying the movement of natural gas from the eastern high Arctic to south- 
ern markets. At March 31, 1979, the Corporation has invested $12 million in the Polar 
Gas Project. Subsequent to March 31, 1979, the Province’s investment in the Corporation 
was reduced to $15 million equity through a repayment of advances and a repurchase of 
$85 million of the share capital investment. 


Investments in Water Treatment and Waste Control Facilities 


The Ministry of the Environment lets extensive contracts for the building of water and 
sewage systems to serve municipalities. These investments are being recovered over the 
life of agreements with the municipalities. Certain of the agreements provide for the ac- 
cumulation of the principal portion of annual amortization payments in a sinking fund. 
The accumulated balance in such funds (included in deposit, trust and reserve accounts) 
was $37 million at March 31, 1979 (1978 $41 million). Other agreements are for projects 
which are subject to service rate billings. The amount received from service rate billings in 
1979 was $57 million (1978 $48 million) of which $10.2 million (1978 $8.3 million) was 
applied to reduce the investment account. 


Other Loans and Investments 


Included in other loans and investments are Ministry of Health capital construction loans 
to public hospitals amounting to $236 million (1978 $256 million). During the 1979 fiscal 
year, the Province made grants of $19.1 million (1978 $17.9 million) to assist public hos- 
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pitals in meeting principal and interest payments. No new loans have been made since 
March 1978 when the Ministry changed its public hospitals capital financial support pro- 
gram from loans to grants. 


Pension Funds 








1979 1978 
Patpiceservice sUperannuation PU o.oo. cccdbctcsceecieceeseccec $1,551 $1,324 
Legislative Assembly Retirement Allowances Account ............ 16 t2 

$1,567 $1,336 














The Province of Ontario maintains accounts within the Consolidated Revenue Fund for all 
contributions and interest earnings less pension payments for both the Public Service Super- 
annuation Fund and Legislative Assembly Retirement Allowances Account. The amounts 
recorded by the Province are essentially the sole assets of these pension plans. 


Based on an actuarial report as at December 31, 1976, the Public Service Superannuation 
Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $83 million, upon which an interest contribution of 
$6 million is required to be credited annually in accordance with The Pension 
Benefits Act. 

2. Residual unfunded liabilities of $422 million which are required to be amortized by 
annual payments of $49 million until January 1, 1990 and $32 million on January 
1, 1991 and 1992. 


As at March 31, 1979, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at 
March 31, 1978, reported an unfunded liability of $3 million. In accordance with the policy 
of the government in regard to this account, the full amount of the unfunded liability was 
contributed during the year. 


Teachers’ Superannuation Fund: 


Through the budgetary expenditures of the Ministry of Education, the Province of Ontario 
makes annual contributions to the Teachers’ Superannuation Fund (which is administered 
by the Teachers’ Superannuation Commission) equal in amount to contributions by mem- 
bers. Further, the Province is committed to paying any deficiency in the Fund. 


Based on an actuarial report as at December 31, 1975, the Teachers’ Superannuation Fund 
had unfunded liabilities as follows: 

1. An initial unfunded liability of $328 million upon which an interest contribution of 
$23 million is required to be credited annually in accordance with The Pension 
Benefits Act. 

2. Residual unfunded liabilities of $1,069 million which are required to be amortized 
by annual payments of $121 million until December 31, 1980, $116 million from 
December 31, 1981 to December 31, 1989 and $94 million on December 31, 1990. 


As at March 31, 1979, the Province had made all scheduled payments. 
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7. Debentures and Notes 












































1979 
Payable in 
Years of Canadian United States Deutsche 

Maturity, Mar. 31 Dollars Dollars Marks Total Total 
1979 $ $ $ $ $ 128 
1980 67 29 4 100 100 
1981 45 i a2 52 
1982 62 39 7 108 108 
1983 122 25 a 254 254 

1984 111 85 oh 203 

1-5 years 407 278 oe LL 643 
6-10 years 1,861 99 is LoS 1,759 
11-15 years 33379 44 425 2,900 
16-20 years 6,022 281 6,303 5,538 
21-25 years 1,764 684 2,448 2,378 
26-30 years UsZ 2,203 pS 1,894 
31-35 years ey, ay ye 
36-40 years 2S 2S 13 
$13,647 $ 3,589 $ 45 $17,281 $15,136 


10. 


11. 














The U.S. dollar debenture liability is recorded at par with the Canadian dollar and with 
the exception of $21 million, has been incurred on behalf of Ontario Hydro. As explained 
in Note 2, the Province holds U.S. dollar bonds of Ontario Hydro having the same terms 
and conditions as the debentures of the Province. 


The Province has borrowings of 154 million Deutsche Marks recorded at $45 million, the 
Canadian dollar equivalent at the time of issue. At March 31, 1979, the Canadian dollar 
equivalent was $96 million. 


Contingent Liabilities 
The Province is guarantor of certain debt obligations as follows: 








1979 1978 
Debentures, bonds and notes 
ORtATIO: -ELVOLO GS a Barotac PS: cal te eee cea ee $6,634 $6,114 
Other “Provincial crown agencies: Vern ese ee eee 10 10 
$6,644 $6,124 
Bank loans guaranteed 
Provincial Crown, aeenicles. 9. au ae So $ = 
Corporations and individuals through various 
SOVETUMENt Pro eratis: wn ce ae ee 81 79 
$ 90 $ 88 
$6,734 $6,212 





Long-Term Leases 


The Province has long-term lease commitments for accommodation amounting to $164 
million to 1984 and an additional $117 million for years beyond 1984. The lease pay- 
ments made in 1978-79 amounted to $47 million. 


Economic Stimulation 


On April 10, 1978, the government announced a reduction in retail sales tax rates of three 
percentage points for a period of six months to stimulate consumption. It was estimated 
that retail sales tax revenues would be reduced by $433 million. The Government of 
Canada has contributed two-thirds of the estimated cost of the tax reduction. 


Change in Accounting Treatment and Comparative Figures 

In the current year, the Province changed its practice of allocating the annual contribu- 
tions in respect of the unfunded liabilities of the Public Service Superannuation Fund. 
Previously, such payments were included in their entirety in the amount reported for the 
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Ministry of Government Services in the Statement of Budgetary Expenditure. Of the total 
unfunded liability payments into the Fund which amounted to $55 million in the current 
year, approximately $51 million was allocated to all ministries in the Statement of Budget- 
ary Expenditure. The allocation of this $51 million had no effect on the total of Budgetary 
Expenditure and the 1978 comparative amounts for the ministries were not restated. In a 
concurrent change in policy the Ministry of Government Services recovered the remaining 
$4 million of the contributions from certain government agencies whose employees are 
members of the Public Service Superannuation Fund. 


With the foregoing exception, 1978 comparative figures have been reclassified where 
necessary to conform with the 1979 financial statement presentation. 


158 AUDITOR’S REPORT FOR 1978-79 





EXHIBIT 1 
PROVINCIAL AUDITOR’S OPINION 


I have examined the statement of assets and liabilities of the Province of Ontario as at 
March 31, 1979 and the statements of consolidated revenue fund, budgetary revenue, budget- 
ary expenditure, non-budgetary transactions and debt transactions for the year then ended. My 
examination was made in accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial position of the Prov- 
ince as at March 31, 1979 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with the stated accounting policies set out in the 
Summary of Significant Accounting Policies on page 12 of Volume 1 of the Public Accounts, 
Further, in my opinion, except for the changes in allocating and recovering the annual contri- 
butions in respect of the unfunded liabilities of the Public Service Superannuation Fund as 
referred to in Note 11 to the financial statements, such stated accounting policies have been 
applied on a basis consistent with that of the preceding year. 


In accordance with section 12 of The Audit Act, 1977, a report will be made to the 
Legislative Assembly. 





F. N. SCOTT, F.C 
Toronto, September 28, 1979. Provincial Auditor. 
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EXHIBIT 2 
MANAGEMENT BOARD ORDERS 
AMOUNTS AUTHORIZED AND EXPENDED THEREUNDER 
DURING THE YEAR ENDED MARCH 31, 1979 
DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
) $ $ 
Office of The Lieutenant Governor 
| Office of The Lieutenant Governor Program: 
Feb. 6, 1979 Office of The Lieutenant Governor .......... 2,600 2,254 
2,600 2,254 
| Management Board of Cabinet 
| Management Audit Program: 
Mar. 27, 1979 MoeraAvOnaleneview Baca eA ae 7,850 — 
| Employee Relations Program: 
‘Apr. 10, 1979 SU U2) Fed Eas EV Bw rc 2 ica Sa ROR ay 2a 22,000 9,196 
| Government Personnel Services Program: 
lapr. 10, 1979 French Language Services: ..cciceo.cccccheccsnde 25,000 — 
Apr. 10, 1979 Personnel Advertising Services .........:...... 60,000 47,884 
114,850 57,080 
Ministry of Government Services 
Ministry Administration Program: 
Mar. 6, 1979 AU EV CELA CU Tile oy) ints ane ne eet ee 6,600 6,011 
Mar. 6, 1979 PTAC Lay OE VECO S Ftc esd ay so vaca nsnaes 31,100 — 
Nov. 14, 1978 SUPPLY atid | OMICS SETVICES. sicscerauslsuricies 142,000 fee 70) 
Mar. 6, 1979 Supply. and Office Services ...............:000: 22,900 — 
| Provision of Accommodation Program: 
Mar. 27, 1979 Leasing oF ee A ae 883,300 818,080 
Mar. 13, 1979 Reale Property SACQUISILIONY © sucess o<cns 915,200 890,122 
Apr. 10, 1979 RealsProperty PAcquisition” © ......00.055. 165,000 — 
Mar. 13, 1979 Accommodation Alterations ..................... 250,000 173,486 
Mar. 6, 1979 Real Property, Manageriient \....2.05.02.00 53,400 38,569 
| Supply and Services Program: 
Nov. 14, 1978 RrecrameAGministravion ..A..0.5720.. eon 103,000 — 
Mar. 6, 1979 Silver ACM IMISITALIONS G2. t.....8 ane tic soon. 54,600 33,501 
Mar. 6, 1979 Printing and Stationery Services ............. 31,000 oo 
Mar. 6, 1979 CEO CEG CTV ICES 68s erga is doe en rlaunteaiier. 2,200 — 
Mar. 6, 1979 Vehicle Repair and Trucking Services .... 27,200 — 
Mar. 6, 1979 Government Mail Services ..............00...0 11,300 — 
Mar. 6, 1979 RECO SG CTS rn er oh kes 19,700 15,481 
Mar. 6, 1979 PRO CIBIALIV ER BOT VICOS aia wrt ee hub ueraesia ren 29,700 —= 
Mar. 6, 1979 EMDIOV EC DCOC US ance ctl: cola: ae paseo 724,000 —_ 
Mar. 6, 1979 Insurance and Risk Management ........ nn? 3,500 — 
Mar. 6, 1979 Rutocolmse ry iccamien,. Merdouceias a iaiitor 52,500 52,188 
Mar. 6, 1979 Employee elicalttt Services: a.2..1.:..0tesvcnss 1,400 — 
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DATE OF 
ORDER 


en nn ES 


Feb. 
Feb. 


Mar. 


Apr. 


Apr. 


Apr. 


1451979 
11979 


27, 1979 


ere Th 
Sea Ne be 


- 27, 1979 
- 27, 1979 


351972 
351979 
3, 1979 


5 AL979 


31979 


31979 


O19 7 9 


Bo 


MINISTRY 
PROGRAM AND ACTIVITY 


Ministry of Government Services (cont'd) 


Employee Advisory Services ................ 
A CHIATIAL SERVICES ata toner ee scene ere 


Ministry of Northern Affairs 


Ministry Administration Program: 
Main’ Office: [eee ai es eee eee 
Regional and Community Relations ........ 


Regional Priorities and Development Program: 
Acricultural Development 3.2 ...7... 


Ministry of Revenue 


Ministry Administration Program: 
Analysis, Research and Planning .............. 
Legal “Services: 4.258. iene ete hate 
Audit, Services: 2.28.22 


Personne! SEfvice. aa feecan co eee 

Systems Development Services .................. 
Administration of Taxes Program: 

Gasoline* Tax and Other Taxes: ......-...-.. 


Municipal Assessment Program: 
Administration 


Ministry of Intergovernmental Affairs 


Ministry Administration Program: 
IV aa s OM CEe o22 osha) ek eee ele 
Intergovernmental Affairs Program: 
Intergovernmental Affairs 


Justice Policy 


Justice Policy Program: 
Justice Policy 





























AUTHORIZED EXPENDED 
$ $ 
5,500 — 
3,900 —_ 

3,539,000 2,100, 7s 
150,000 143,153 
300,000 285,952 
100,000 96,216 
550,000 525,320 

7,600 — 
33,800 29,019 
12,700 3,989 
65,400 52,083 
81,400 — 
17,800 — 
20,000 17,655 
82,700 a 
97,100 91,834 
418,500 194,580 
124,653 89,033 
8,000 2,144 
132,653 91,177 
81,279 77,060 
81,279 


77,060 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
spokesman eerste ae Salto a eg a 
$ $ 
Ministry of The Attorney General 
Law Officer of the Crown Program: 
Mar. 6, 1979 PALLOMMECY. “CICUELAl sayeth heey cnc ee ee: 15,000 PLS [504 
| Administrative Services Program: 
Apr. 10, 1979 MaIRFO NICE cecsc spenct mee torte ee 449,600 421,827 
| Guardian and Trustee Services Program: 
Mar. 6, 1979 PH iCi PTUSte ee eetacrnouncauin MERE e 40,000 40,000 
mapr. 10, 1979 PEDIC aL CUSLEO ume tices et eee rt 50,000 46,710 
(Mar. 6, 1979 Supreme Courtee\ccountantig....640n1ce 25,000 11,650 
| Crown Legal Services Program: 
Mar. 6, 1979 Werininal slaw DIVISION act ceracaceeis 830,000 641,471 
Legislative Counsel Services Program: 
‘Mar. 6, 1979 Legislative Counsel Services .................... 80,000 pw (sel |e) 
| Courts Administration Program: 
Mar. 6, 1979 Supremes Court OL OnitariOsvaccs > oes 435,000 346,470 
Mar. 6, 1979 Gounty#and District, COURS lb cc cs colece: 1,020,000 995,687 
Mar. 6, 1979 SIGS IAIINS, GOULIS 8s. ol tech eee eke 484,000 480,849 
Mar. 6, 1979 PO VANCE OUTS ai OO eines. hcndinns 1,295,000 971,738 
| Administrative Tribunals Program: 
Mar. 6, 1979 OntanoeMuncipal Oar ak. ee, 105,000 91,427 
4,828,600 4,107,874 
Ministry of Consumer and Commercial Relations 
/ Ministry Administration Program: 
Apr. 10, 1979 PiNancial Services ee 15,000 1,801 
Apr. 10, 1979 Supplies and Offfice Services ..........0..000000... 39,300 127502: 
Apr. 10, 1979 INLOTMIATIONS SCEVICES ohSe ie, ton eee 290,900 224,832 
Mar. 13, 1979 Analysis, Research and Planning .............. 167,000 158,759 
Commercial Standards Program: 
Apr. 10, 1979 POSTON ME ATS Bone rien Ie Ey ls ses 33,900 25,603 
Apr. 10, 1979 Rinancial” Anstituuionse (yet. so ee 56,000 35,455 
Apr. 10, 1979 BYISINCSS MELACTICES cack ty. cap dpi ea ee 149,800 125,670 
(Apr. 10, 1979 Commercial Registration Appeal Tribunal 3,000 — 
Technical Standards Program: 
Apr. 10, 1979 PTOSSUTOa VV CSSe1 Sie Mahou 17,000 15,506 
Apr. 10, 1979 Blevatin oe Devices: Maer eo hoe, coer ao 18,000 — 
Property Rights Program: 
Apr. 10, [979 Program tAdministtation S..)....00 ue. 41,000 29,281 
Registrar General Program: 
Apr. 10, 1979 Recistrare Generale an he. oa 30,000 29,286 
Rent Review Program: 
‘Mar. 27, 1979 PXAMIBIStEATION. ek no oe ee 233,500 194,596 
\Mar. 27, 1979 CPOCT AION See eee eee ee cA as tea 1 521,300 407,440 
| 1,615,700 1,260,731 
| Ministry of Correctional Services 
Ministry Administration Program: 
Mar. 6, 1979 I EEVECISY © vbTC os Gute ean ee ae weg eA Rr re 37,000 34,701 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Correctional Services (cont'd) 
Mar. 6, 1979 Personnel. Services’ cet eee ee 95,400 49,934 
Mar ‘61979 Information” Services 4... .06..mcce eee 7,000 ee 
Institutional Program: 
Mane, 1979 Care, Treatment and Training .................. 3,917,600 3,849,750 
Community Program: 
Mar 86,1979 Program Administration ......:..0:n0cq ms 68,300 31,907 
Mar. 6, 1979 Probation and Parole Services ................. 68,300 53,338 
Jang, 30, 1979 Community Resource Centre Services .... 803,000 802,932 
4,996,600 4,822,561 
Ministry of The Solicitor General 
Ministry Administration Program: 
Apr. 335 1979 Dat? COMICS’. eras epee name eee 45,000 44,849 
Apres *5, 1979 Stipply and ‘Office Services 24... 17,000 — 
Apr 3;1979 Analysis, Research and Planning ............ 50,000 46,998 
Apr. 3, 1979 Legal. Services» <.i.:.. cho ee 12,000 5,192 
Public Safety Program: 
Apry 351979 Gentrecof Forensic SCIences .<, ..¢:.0..0 on 57,000 — 
Apres 13, 1979 Fire, Safety Servicesegaet aan tease. Gavcintine. 68,000 65,858 
Ape. Sel979 Coroners’ Investigations and Inquests ...... 177,000 — 
Supervision of Police Forces Program: 
Apr. 3, 1979 Ontario Police Arbitration Commission .. 2,000 831 
Management and Support Services Program: 
Apr. 3, 1979 Office of The Commissioner ............:.0..... 11,000 — 
Api, “351979 Pidnting ahd Résearch stra... eee 104,000 — 
Apis aoa 1919 Quartermaster: Stores: vay. aint. eee 280,000 122,408 
Operations Program: 
Apr, ~3,1979 Special Servicesws :..08. 30) eh. Ae ait ge 1,265,000 1,161,047 
Apr. 3, 1979 Laws Entorcement:; 4... ae eee eee 4,116,000 4,013,863 
Apr. 3, 1979 Ree aistrationy Since. eal syed ee 300,000 257,658 
Api. 45, 1979 Ontario Provincial Police Auxiliary ........ 10,000 6,250 
Apr. 3, 1979 Gommunity. Services | caasos ee ee 10,000 6,564 
6,524,000 5,731,548 
Ministry of Agriculture and Food 
Ministry Administration Program: 
Apr. 10, 1979 Financial Servicesi lends Gast 22,000 16,832 
Apr. 10, 1979 supply and: Office Services <....d07.... 130,000 127,106 
Apr. 10, 1979 Information Services: .«......... eee 23,000 447 
Apr. 10, 1979 Analysis and Planning (a... as ese 19,000 13,278 
Apr. 10, 1979 Tegal) SErviCes~ aaa ue area eee 7,000 4,900 
Agricultural Production Program: 
Apr. 10, 1979 Advisory -Sénvicess™ tac... eee 403,000 403,000 
Apr. 17, 1979 ACVISOLY sSeFVICES 4.0. 5 eae eee 235,000 231,845 
Apr. 10, 1979 Grape INSuranice. was os a  e 60,000 — 
Rural Development Program: 
Apr. 10, 1979 AGMinistration: 054.0... caq ee ee eee 24,000 10,991 
Agricultural Marketing Program: 
Apr. 10, 1979 PC AITLEDIS tH ACLO Maen. cco eee 9,000 1,928 © 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
a a 
$ $ 
Ministry of Agriculture and Food (cont'd) 

| Agricultural Education and Research Program: 

Apr. 10, 1979 UUMMENENNAMES MUNIN os cept ewe A 4,500 _ 
Apr. 10, 1979 no tT a 1p ae see. gene ene 25,000 1,034 
Apr. 10, 1979 Ontario Agricultural Museum 44,000 9,251 

1,005,500 820,609 

) 

| Ministry of Energy 

Regulatory Affairs Program: 

| Apr. 10, 1979 Program Administration 25,000 14,892 

| 25,000 14,892 

| Ministry of The Environment 

| Ministry Administration Program: 

Apr. 10, 1979 Financial Services - 50,000 25,828 

|Mar. 13, 1979 Analysis, Research and Planning 47,000 = i fee i 

Mar. 13, 1979 Legal Services 17,000 5,411 

(Mar. 13, 1979 Audit Services . 9.000 2,929 

Environmental Assessment oe Pomme piosrane 

Apr. 10, 1979 Environmental Assessment Board 45.000 44,963 
| Environmental Control Program: 

Apr. 10, 1979 Program Administration 25.000 17,837 
| apr 10, 1979 Laboratory and Technical Support 250.000 108,468 
| Resource Recovery Program: 

‘Apr. 10, 1979 Waste Utilization . 423,000 — 
| 866,000 243.013 
Ministry of Industry and Tourism 
Ministry Administration Program: 

‘Mar. 27, 1979 Main - Office 58.000 57.961 
Mar. 27, 1979 Financial Services 79,000 79,000 
Apr. 3, 1979 Financial Services __. 20,000 18,337 
\Mar. 27, 1979 Supply and Office Services 61,000 56,265 
Mar. 27, 1979 Personnel Services . 13,000 12,639 
Mar. 27, 1979 Information Services 6.000 5,478 
Mar. 27, 1979 Audit Services 14.000 6,729 
Industry and Trade Dev aonieok Precan 
Apr. 3, 1979 Domestic Industry Development 574,000 539,822 
\Mar. 27, 1979 Ontario House - 46,000 46,000 
Apr. 3, 1979 Ontario House 228,000 207,072 
| International Industry and Trade 
‘Apr. 3, 1979 Development 355.000 339.745 
| Tourism Development en 
‘Apr. 3, 1979 Tourism Marketing Development 375,000 316,429 
‘Mar. 27, 1979 Tourism Field Operations 17,000 17,000 
Apr. 3, 1979 Tourism Field Operations 8,000 7,053 
Small Business Development Program: 

Mar. 27, 1979 Ontario Operations 26,000 = 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY 
Ministry of Industry and Tourism (contd) 
Ontario Place Corporation Program: 
Mar. 6, 1979 Ontario Place Operations: =. 2.003 
Ministry of Labour 
Ministry Administration Program: 
Apy 371979 Main (OMMte.4s4.cait conan none mre 
AOE os ade Financial’ Services 2.0, ee ci AT are 
Apr "35, 1979 Supply-and.Oiice Services: <2 
Industrial Relations Program: 
ADI 5. 1979 Procram ‘Administration: <0..c.0. rear. a. 
Occupational Health and Safety Proce 
Apr) 3.1979 Construction Health and Safety ............ 
AD ea,ta09 Industrial (Health sand: Sately acuec. eee. 
Apr. . 3, 1979 Minine. Health and Satétyen.2.5.2. eee 
Apr «3, 1979 Mine: Rescue Stations: os. iccciccinctorr nis 
Employment Standards Program: 
Apr: 3, 1979 Binployiment, Standards accent oe 
Ontario Manpower Co-ordinating Committee 
Program: 
Ontario Manpower Co-ordinating 
Apts, L079 Committee 4s 
Labour Relations Board Donan 
Atineto. Lo79 Labour Relations Board 
Ministry of Natural Resources 
Ministry Administration Program: 
Mar. 6, 1979 Main “Office 23... 
Mar. 27,1979 Supply and Office Services” 
Mar. 27, 1979 Field Administration ............ 
Land Management Program: 
Mar. 27, 1979 Alt Service’ ......: 
Apr, 1t0,1979 Land and Water Classification 
Land, Water and Mineral Title 
Mar 27. 1979 Administration ............ 
Outdoor Recreation Program: 
Mar. 27, 1979 Fish and Wildlife .............. , 
Mar. 27, 1979 St. Lawrence Parks Commission ' 
Resource Products Program: 
Mar. 27, 1979 Mineral Management ...... 
Ministry of Transportation and Communications 
Ministry Administration Program: 
ADI ye 3.51979 Main Offices 4. tt... eee ee 























AUTHORIZED EXPENDED 
$ $ 
450,000 450,000 
2,330,000 2,159,53@ 
7,900 — 
20,800 — 
124,500 120,004 
24,200 = 
229,700 170,888 
166,100 122,722 
59,600 — 
80,400 61,468 
123,000 88,628 
10,000 a 
259,000 210,038 
1,105,200 773,748 
623,000 622,480 
292,100 291,873 
806,000 805,542 
895,000 785,973 
167,000 — 
1,817,000 1,660,457 
219,400 37,850 
81,000 68,050 
264,500 165,919 
5,165,000 4,438,144 
580,000 490,007 
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DATE OF MINISTRY 


ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
ea 
$ $ 

Ministry of Transportation and Communications (cont'd) 

Ber 3,1979 Legal Services... feck. 110,000 101,361 
Planning Research and Development Program: 

Apr. 10, 1979 Research and Development .................. 635,000 587,654 
Provincial Roads Program: 

Apr. 10, 1979 Program sAdminisiration ~....,.........40 ee 210,000 84,544 

Apr. 10, 1979 |B OS Ta URE SSAC fra ee a AD ea 2,330,000 1,456,924 

Apr. 10, 1979 GCapitaleand: Constructionae. etait 3,500,000 3,252,201 

Apr. 10, 1979 IVARANNAAE ARATA CE MM DON wi AS oO She oo ce Ae 3,400,000 3,300,663 


Provincial Transit Program: 


Apr. 10, 1979 KODE EAUIONS: tener ese emne Me Ae ao fc 4,000,000 3,995,297 
Air Program: 
Apr. 10, 1979 Capital@and, Construction .......0.......0.. 200,000 111,088 
Municipal Roads Program: 
Apr. 10, 1979 Capital, Construction and Maintenance .. 6,400,000 6,300,136 
Communications Program: 
| Mar. 6, 1979 Gapital and COnstructiOn © /.c..ecss. ice. 560,000 559,963 





21,925,000 20,239,838 





Ministry of Colleges and Universities 


| Student Affairs Program: 
| Mar. 27, 1979 Slddentasuoport ao. 7.0). ee 1,850,000 1,548,163 





1,850,000 1,548,163 





Ministry of Community and Social Services 


Ministry Administration Program: 
Mar. 27, 1979 EAI OMICS GY, Peete AG het tS « erclaed, 52,700 12,980 
Mar. 27, 1979 PCOAH  SELVICES a ks. enticed eee 6,000 6,000 








Apr. 24, 1979 DECAL OCEVICOR I mie, Be ON gris eh oo eaireat 28,200 26,032 
’ Mar. 27, 1979 PATICIL EEL VICES > eet ere oe docsiics Sodeeidogihste 5,200 — 
| Social Resources Program: 
_ Mar. 27, 1979 Income Maintenance ..............ccccccccee. 546,800 = 
! Development Resources Program: 
_ Mar. 27, 1979 PACH a CCV ICCS hee 4 ee eRe os ot ca, 2,508,500 2,492,495 
| Children’s Services Program: 
| Mar. 27, 1979 Child Welfare and Health Services .......... 1,048,600 — 
4,196,000 D237 .507, 
Ministry of Culture and Recreation 
| Ministry Administration Program: 
_ Apr. 10, 1979 INT ae OO Ce tees gece as ooh ces Ln eae 95,000 68,953 
Apr. 10, 1979 Supply and Office Services ....000...00..00..... 15,000 — 
_ Apr. 10, 1979 Persontiel -services’ 2... 18,000 Pa ORs 
| Apr. 10, 1979 Information Services .................. i he 18,000 — 
Apr. 10, 1979 Heo ESCM VIC eR em ene 8 sn Mls Ae nS 5,000 4,584 
Apr. 10, 1979 Anite Services. v4: Tee Oe. BI 17,000 13,287 


Apr. 10, 1979 ig Wa SB LVICES secs eee 100,000 87,710 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY 
Ministry of Culture and Recreation (cont'd) 
Heritage Conservation Program: 
Apr. 10, 1979 Archives: (6053. er rote ote ee 
Adres 0;1979 Heritage Administration ....:..0.0ssees 
Apr. 10, 1979 Huronia Historical Sites@ ..cac.s2- eee 
Arts Support Program: 
Apts 10,1979 Ontario Science Centre 22.2040 
Citizenship and Multicultural Support 
Program: 
Community Development for Native 
Apr. 10, 1979 PEODIES. sencsisutvenach euch eel ea eons 
Sept. 10, 1979 Translation Services 0.0... es 
Libraries and Community Information 
Program: 

Apr. 10, 1979 Library Services 2.5.0.0 Te, eee 
Och 10r 1978 EXPeriencer (J Srl c sts Pee aaa rations teas 
Sports and Fitness Program: 

Apr. 10, 1979 Physical Putness oe ees nneivcee aan ae 

Ministry of Education 

Ministry Administration Program: 
Feb. 14, 1979 Maite Tice a ok et ee eee 
Apr. 10, 1979 LeGal Service ©. er ok eet ee em eee 

Education Program: 

Educational Programs in the Developmental 

Apr. 3, 1979 Centtes Schools: 34. ¢.8 sinew eee 
Apr. 10, 1979 Professional Development ~...................:05 

Services to Education Program: 
Feb. 27, 1979 Education Relations Commission ............ 
PV 6) ie oN MU he W fe Education Relations Commission ............ 
tance 39,1979 Provincial schools: Authority’ .,.00-00 
Apr. 10, 1979 Teachers’ Superannuation Commission ... 

Ministry of Health 
Ministry Administration and Health 
Insurance Program: 

Mar. 27, 1979 Reseadrehiotes..., tay be eee ee ee 

Institutional Health Services Program: 
Mar. 27, 1979 Psychiatric'-Services;. -Aeues.. wee ee 
Neat oo LabOrdtory. Services 201. ee ee 





Total Management Board Orders 























AUTHORIZED EXPENDED 
$ $ 
35,000 28,999 
55,000 — 
18,000 — 
100,000 10,927 
156,056 102,238 
81,000 80,929 
12,000 — 
159,400 81,398 
12,000 — 
896,456 481,150 
610,000 304,747 
4,200 4,035 
546,300 494,922 
40,000 29,980 
60,000 60,000 
28,000 24,496 
3,000 —— 
585,000 584,827 
1,876,500 1,503,007 
190,000 — 
524,000 — 
13,000 7,654 
727,000 7,654 
64,771,438 53,738,119 


ee et re ee 





MINISTRY 


Office of The 
Assembly 


Office of The 
Premier 


Management 
Board 
of Cabinet 


Office of The 


Provincial 


Auditor 


_ Government 


Services 


_ Northern 


Affairs 


~ Revenue 


EXHIBITS 


STATUTORY APPROPRIATIONS 


AMOUNTS EXPENDED THEREUNDER 
DURING THE YEAR ENDED MARCH 31, 1979 





ACTIVITY 


The Election Act 
Contribution to Legislative Assembly 
Retirement Allowances Account 


Premier’s Salary 


Minister’s Salary 
Reserve for outstanding cheques 


Provincial Auditor’s Salary 


Minister’s Salary 

Ministers without Portfolio Salaries 

Contract security deposits 

Effingham Park Expropriation Trust Account 

Reserve for outstanding cheques 

Government Stationery Account 

Employee Benefits (Government 
Contributions ) 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Minister’s Salary 
Reserve for outstanding cheques 
Contract security deposits — Retail Sales Tax 
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ee a ee es ny Ye 
EXHIBIT 3 
PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Expenditure 710,194 
Expenditure 3,614,304 
4,324,498 
Expenditure 25,498 
Expenditure 18,359 
Charge (Ae 
ZOO 
Expenditure 53,242 
Expenditure 18,359 
Expenditure 7,650 
Charge 94,645 
Charge 20,941 
Charge 1,856 
Expenditure 6,978 
Expenditure 185,874 
336,303 
Expenditure 18,359 
Expenditure 4,661 
23,020 
Expenditure 18,359 
Charge 97 
Charge 44,345 
Expenditure 3,580,920 


Province of Ontario Savings Office Program 


3,643,721 
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MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Treasury and Minister’s Salary Expenditure 18,359 
Economics Reserve for outstanding cheques Charge oT9 
Public Debt 
Interest on Ontario Securities 
Public Issues 
For general purposes Expenditure 137,245,103 
On behalf of Ontario Hydro Expenditure 244,434,496 
Non Public Issues 
Canada Pension Plan Investment Fund Expenditure 568,750,236 
Teachers’ Superannuation Fund Expenditure 210,985,390 
Ontario Municipal Employees’ 
Retirement Fund Expenditure 105,399,582 
Other Expenditure 21,235,909 
Interest on Public Service 
Superannuation Fund Expenditure 112,464,926 
Interest on Superannuation Adjustment Fund Expenditure 18,019,967 
Interest on Province of Ontario 
Savings Office Deposits Expenditure 31,566,858 
Other interest, exchange, discount and 
commission Expenditure 24,176,499 
Development Loans 
The Ontario Education Capital Aid 
Corporation Disbursement 70,922,000 
The Ontario Municipal Improvement 
Corporation Disbursement 1,125,000 
Other Loans and Advances 
Ontario Hydro, The Power Corporation Act Disbursement 750,000,000 
Pension Funds, Deposit, Trust, and 
Reserve Accounts 
Payments from Public Service Superannuation 
Fund Charge 70,668,048 
Payments from Superannuation Adjustment 
Fund: 
Public Service Superannuation Plan Charge 2,606,036 
Teachers’ Superannuation Plan Charge 2,738,105 
Retirement Pension Plan of Ryerson 
Polytechnical Institute Charge 12,703 
Caucus Employees Retirement Plan Charge 3,407 
Payments from Legislative Assembly 
Retirement Allowances Account Charge 686,435 
Other Charge 1,775,408 
Debt Transactions Retirements of 
Loans 193,635,698 
2,568,471,207 
Intergovern- Minister’s Salary Expenditure 11,504 
mental Parliamentary Assistant’s Salary Expenditure 5,029 
Affairs 
Payments in lieu of taxes 
The Whirlpool Rapids Bridge Act Expenditure 36,000 
The Lewiston-Queenston Bridge Act Expenditure 20,000 





MINISTRY 


Intergovern- 
mental 
Affairs (Cont'd) 


Justice Policy 


Attorney 
General 


Consumer 
and 
Commercial 
Relations 


Correctional 
Services 


Solicitor 
General 


EXHIBITS 








ACTIVITY 





PAYMENT 


CLASSIFICATION 
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EXPENDED 


eee 


Loans to municipalities under The Shoreline 
Property Assistance Act, 1973 


Minister’s Salary 


Minister’s Salary 

Parliamentary Assistant’s Salary 
Reserve for outstanding cheques 
Proceedings against The Crown Act 
Allowances to Supreme Court Judges 
Allowances to Judges 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Reserve for outstanding cheques 

Payments from The Motor Vehicle Accident 
Claims Fund 

Security Bond Forfeitures: 
The Consumer Protection Act 
The Motor Vehicle Dealers Act 
The Real Estate and Business Brokers Act 
The Travel Industry Act 

Canada Labour Safety Code 

Fees under The Vital Statistics Act 


Minister’s Salary 

Unclaimed monies 

Reserve for outstanding cheques 
Bequests and scholarships 


Minister’s Salary 

Hearings under The Police Act 

Payments under The Ministry of Treasury, 
Economics and Intergovernmental 
Affairs Act 

Payments under The Police Act, 
Sec. 47(2)A 


Disbursement 


Expenditure 


Expenditure 
Expenditure 
Charge 
Expenditure 
Expenditure 
Expenditure 


Expenditure 
Expenditure 
Charge 


Charge 


Charge 
Charge 
Charge 
Charge 
Charge 
Expenditure 


Expenditure 
Charge 
Charge 
Charge 


Expenditure 
Expenditure 


Expenditure 


Expenditure 


$ 


570,600 


643,133 


Li05 





630,952 





185359 
4,658 
28,032 


190933952 


55,000 
65,000 
OD; 67 7 
85,642 
50,000 

495 


19,496,815 








120,046 
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MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Resources Minister’s Salary Expenditure 18,359 
Development 
Policy 
Agriculture Minister’s Salary Expenditure 18,359 
and Food Parliamentary Assistant’s Salary Expenditure 5,100 
Reserve for outstanding cheques Charge 2,422 
Payment of Guarantees Expenditure 201,798 
Subsidy payments to The Ontario Crop 
Insurance Fund Expenditure 8,526,028 
Tile Drainage Debentures Disbursement 17,870,700 
Ontario Agricultural Museum Trust Fund Charge 16,667 
26,641,074 
Energy Minister’s Salary Expenditure 6,855 
Parliamentary Assistant’s Salary Expenditure 427 
7,282 
Environment Minister’s Salary Expenditure 18,359 
Reserve for outstanding cheques Charge 1,409 
Payments from Provincial Lottery Trust Fund Charge 1,911,352 
Reserve Fund for Renewals, Replacements 
and Contingencies Charge 1,193,365 
Sinking Fund for Recovery of the Cost of 
Capital Assets Charge 174,890 
3,299,375 
Housing Minister’s Salary Expenditure 18,353 
Parliamentary Assistant’s Salary Expenditure 5,100 
The Ontario Land Corporation Act, 1974 Disbursement 14,750,000 
Payments from Ontario Mortgage Corporation 
Deposit Account Charge 3,476,268 
18,249,727 
Industry and Minister’s Salary Expenditure 17,240 
Tourism Parliamentary Assistant’s Salary Expenditure 5,100 
Reserve for outstanding cheques Charge 985 
Ontario Development Corporation 
Loan Program Disbursement 16,300,000 
Northern Ontario Development Corporation 
Loan Program Disbursement 8,450,000 
Eastern Ontario Development Corporation 
Loan Program Disbursement 15,250,000 


——_—_——— eee 


40,023,325 


acini ene eee 








MINISTRY 


EXHIBITS 








ACTIVITY 





Labour 


Natural 
Resources 


Transportation 


and 
Communica- 
tions 


Social 
Development 
Policy 


Colleges and 
Universities 


Community 
and Social 
Services 





Minister’s Salary 
Payments from Provincial Lottery Trust Fund 
Canada Labour Safety Code 
Employment Standards 
Unclaimed vacation-with-pay 
Unclaimed wages 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Contract security deposits 

Reserve for outstanding cheques 

Pits and Quarries security deposits 

Forest Management security deposits 

Grants in accordance with The Algonquin 
Forestry Authority Act 


Minister’s Salary 

Parliamentary Assistant’s Salary 

City of Niagara Falls — Compensation 
for loss of Taxes 

Construction trust account 

Contract security deposits 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Minister’s Salary 

Reserve for outstanding cheques 

The Private Vocational Schools Act, 1974 
Queen Elizabeth II Ontario Scholarship Fund 


Minister’s Salary 
Parliamentary Assistant’s Salary 
Bequests and scholarships 














rg | 
PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Expenditure 18,359 
Charge 1,500,000 
Charge 25,000 
Charge 70 
Charge 91,635 
1,635,064 
Expenditure 18,260 
Expenditure 5,100 
Charge 3713378 
Charge 23,854 
Charge 280,179 
Charge | 24,120 
Expenditure 20,000 
742,891 
Expenditure 187359 
Expenditure 5,100 
Expenditure 12,000 
Charge 485,580 
Charge 306,570 
827,609 
Expenditure 18,359 
Expenditure 5,100 
23,459 
Expenditure 6,855 
Charge 3,025 
Charge 15,2713 
Charge 22,069 
AT 222 
Expenditure 18,359 
Expenditure 1,904 
Charge 8,475 


28,738 


72 
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MINISTRY 


ACTIVITY 





Culture and 
Recreation 


Education 


Health 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Contract security deposits — Athletics 
Commissioner 

Ontario Olympic Lottery Sports Fund 

Loto Canada — Trust Account 

Reserve for outstanding cheques 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Student Aid Loans Write-off 

Bequests and scholarships 

Ontario Education Association — Elementary 
Teachers’ Loan Fund 

Teachers’ Superannuation Fund 

Superannuation Adjustment Fund 

Superannuation Adjustment Benefits 


Minister’s Salary 

Parliamentary Assistant’s Salary 
Reserve for outstanding cheques 
Government Pharmacy 

Provincial Lottery Trust Fund 

Extended Care — nursing home closure 


Total Statutory Payments ............................ 


Summary of Statutory Payments 


Budgetary “Expenditure: ....00.0:0. 2 eee ee 
Disbursements 
Charges 
Retirements. of: Loans-ak 1G ee ee eee 











PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Expenditure 18,359 
Expenditure 5,023 
Charge 12,500 
Charge 1,268,379 
Charge 4,945,549 
Charge 189 
6,249,999 
Expenditure 18,359 
Expenditure 5,100 
Expenditure 2,154 
Charge 28,359 
Charge 206 
Expenditure 120,360,707 
Expenditure 22,203,413 
Expenditure 24,312,258 
166,930,533 
Expenditure 18,359 
Expenditure 5,100 
Charge 29,885 
Expenditure 308,328 
Charge 7,998,390 
Charge 1,403 
8,361,465 
eh Se Nee 2,870,918,268 
$ 
1,659,665,821 
895,238,300 


122,378,449 
193,635,698 


2,870,918,268 
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EXHIBIT 4 


HONVUg LIdny 
SLNQODDY O11aNdg 


NOILVYLSININGY 









HL1vaH Ao 
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YOLIGAY IVIONIAOUd 
LNV.LSISSW 
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EXHIBIT 5 


OFFICE OF THE PROVINCIAL AUDITOR 
MINISTRY AUDITS AND SPECIAL REVIEWS 
Year Ended March 31, 1979 


(See Note) 


MINISTRY AUDITS: 
Agriculture and Food 
Attorney General 
Community and Social Services 
Consumer and Commercial Relations 
Culture and Recreation 
Education 
Energy 
Environment 
Government Services 
Health 
Housing 
Industry and Tourism 
Intergovernmental Affairs 
Labour 
Management Board of Cabinet 
Northern Affairs 
Office of the Premier, Cabinet Office, Justice Policy, Resources Development 
Policy and Social Development Policy 
Revenue 
Solicitor General 
Treasury and Economics 


SPECIAL REVIEWS: 

Expenditure, Royal Commission on the Northern Environment, Ministry of 
the Environment 

Funding of a Medical Clinic, Ministry of Health 

Waste Utilization activity of the Resource Recovery Program, Ministry of 
the Environment 

Grant Payments for Transportation to the Lanark County Board of Educa- 
tion, Ministry of Education 

Crop Insurance Program, The Crop Insurance Commission of Ontario 

Review of the Financial Statements and Budget, The Royal Ontario Museum 

Tourism Marketing Development activity of the Tourism Development 
Program, Ministry of Industry and Tourism 

Grants for Adult and Apprentices’ Training, Training in Business and In- 
dustry, Training in Industry and Part Time Industrial Training, College 
and Adult Education Support Program, Ministry of Colleges and 
Universities 

Computer Control Evaluations — Various Ministries (6) and Agencies (2) 


Note: In general, this listing includes audits completed between the date (Sep- 
tember 29, 1978) of our 1977-78 Report and the date (September 28, 


EXHIBITS 175 
I 


1979) of our 1978-79 Report. In all cases, at least a portion of the period 
covered by the audit fell within the year ended March 31, 1979. 
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EXHIBIT 6 


OFFICE OF THE PROVINCIAL AUDITOR 
AGENCY OF THE CROWN AND CROWN CONTROLLED 
CORPORATION AUDITS 


Year ended March 31, 1979 


(See Note 1) 


AGENCIES OF THE CROWN 
(i) Whose accounts the Provincial Auditor is appointed to audit by its share- 
holders or by its board of management, board of directors or other govern- 
ing body. 


Ontario Industrial Training Institute 
*Ontario Land Corporation 
*Ontario Mortgage Corporation 
The Owen Sound Transportation Company, Limited (December 31, 1978) 
Soldiers’ Aid Commission 
Star Transfer Limited (December 31, 1978) 


(ii) Whose accounts are audited by the Provincial Auditor pursuant to appoint- 
ment under any Act or by the Lieutenant Governor in Council. 


*The Accountant of the Supreme Court of Ontario 
Agricultural Rehabilitation and Development Directorate of Ontario 
Alcoholism and Drug Addiction Research Foundation 

* Algonquin Forestry Authority 
The Centennial Centre of Science and Technology 
Commission on Election Contributions and Expenses 

*The Crop Insurance Commission of Ontario 

*Eastern Ontario Development Corporation 

*Farm Income Stabilization Commission of Ontario 
The Fund for Milk and Cream Producers, The Milk Commission of Ontario 
The John Graves Simcoe Memorial Foundation 
The Law Society of Upper Canada, Legal Aid Fund 

*Liquor Control Board of Ontario 
The McMichael Canadian Collection 

*The Niagara Parks Commission (October 31, 1978) 

*Northern Ontario Development Corporation 

*North Pickering Development Corporation 
Office of the Assembly 

*Office of the Official Guardian 
Office of the Ombudsman 
Ontario Agricultural Museum 
The Ontario Cancer Treatment and Research Foundation 
Ontario Deposit Insurance Corporation (December 31, 1978) 

*Ontario Development Corporation 

*The Ontario Education Capital Aid Corporation 
The Ontario Educational Communications Authority 

*Ontario Food Terminal Board 
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The Ontario Heritage Foundation 

*Ontario Housing Corporation (December 31, 1978) 

| *The Ontario Junior Farmer Establishment Loan Corporation 

| *Ontario Lottery Corporation 

| *The Ontario Municipal Improvement Corporation 

| *Ontario Northland Transportation Commission (December 31, 1978) 
*Ontario Place Corporation 
The Ontario Producers, Processors, Distributors and Consumers Food Coun- 

cil (January 31, 1979) (Note 3) 
Ontario Racing Commission 

*Ontario Stock Yards Board (June 30, 1978) 

*Ontario Student Housing Corporation (June 30, 1978) (Note 2) 
The Ontario Telephone Development Corporation 

*The Ontario Universities Capital Aid Corporation 
Pension Commission of Ontario 
Province of Ontario Council for the Arts 
Public Service Superannuation Fund 

*The Public Trustee of the Province of Ontario 
The Sheridan Park Corporation 
The St. Lawrence Parks Commission 
Superannuation Adjustment Fund 





(ili) Whose accounts are audited by an auditor, other than the Provincial Auditor, 
| appointed by the Lieutenant Governor in Council. 


*Workmen’s Compensation Board (December 31, 1978) 


(iv) The audit of whose accounts the Provincial Auditor is required to direct or 

| review, or in respect of which the auditor’s report and working papers used 
in the preparation of the auditor’s statement are required to be made avail- 
able to the Provincial Auditor under the agency’s governing Act. 


*Toronto Area Transit Operating Authority 


~ROWN CONTROLLED CORPORATIONS, whose accounts are audited by an auditor 
ther than the Provincial Auditor, with full access by the Provincial Auditor to 
tudit reports, working papers and other related documents. 


Board of the Community Psychiatric Hospital, Guelph 

The Board of Governors of The Ontario Institute for Studies in Education 

(April 30, 1979) 

| Clarke Institute of Psychiatry 
| Minaki Lodge Resort Ltd. 
| Minaki Development Company Limited 

The Ontario Cancer Institute 

Ontario Cream Producers’ Marketing Board (September 30, 1978) 
*Ontario Energy Corporation (December 31, 1978) 

Ontario Historical Studies Series 
*Ontario Hydro (December 31, 1978) 

Ontario Mental Health Foundation 
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The Ontario Milk Marketing Board (October 31, 1978) 

Ontario Municipal Employees Retirement Board (December 31, 1973) 

Ontario Research Foundation (December 31, 1978) 

Ontario Share and Deposit Insurance Corporation (December 31, 1978) 
*The Ontario Transportation Development Corporation (December 31, 

1978) 

The Royal Ontario Museum (June 30, 1979) 

Thunder Bay Ski Jumps Limited 
*Urban Transportation Development Corporation Ltd. (December 3 


1978) 
* Audited financial statements reproduced in Volume 2 of the 1978-79 Public Accounts. 


Note 1: In all cases, the audit covered the fiscal period of the Agency or Corporation con- 
cerned. In most instances the fiscal period ended on March 31, 1979. Where the fiscal 
period ended on a date other than March 31, 1979, such date has been indicated in 


parenthesis. 


Note 2: Pursuant to The Ontario Student Housing Corporation Act, 1978, this Corporation 
was dissolved on June 30, 1978, and all its property, rights and obligations were vested 
in Ontario Housing Corporation on that date. 


Note 3: Pursuant to The Ministry of Agriculture and Food Statute Law Amendment and 
Repeal Act, 1978, the Food Council was dissolved on January 31, 1979, and its 
functions integrated with the Ministry of Agriculture and Food. 
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EXHIBIT 9 
SUMMARY OF RECOMMENDATIONS 


REPORT OF THE ROYAL (LAMBERT) COMMISSION ON FINANCIAL 
MANAGEMENT AND ACCOUNTABILITY 





Chapter 5: Setting Limits: The Fiscal Plan 


The Commission recommends that 


5.1 each year the Minister of Finance present to Parliament, on behalf of the 
| Government, a five year Fiscal Plan which provides estimates of revenues, 
sets expenditure ceilings, and reflects the expected surplus or deficit. The 
Plan would be based on the existing tax structure and clearly stated eco- 
nomic assumptions. 


5.2 the Fiscal Plan contain ceilings on expenditures for specified functions of 
government within the ceiling set on expenditures for each of the five years 
covered by the Plan. 


5.3 for the first three years covered by it, the Fiscal Plan contain departmental 
and agency expenditure ceilings, within the total expenditure limit for each 
of those years. 


5.4 an annual update of the Fiscal Plan be developed jointly by the Department 

| of Finance, the Privy Council Office, and the Financial Management Secre- 
tariat of the Board of Management, and that the Minister of Finance, sup- 
ported by the President of the Board of Management, submit it to the 
Cabinet Committee on Priorities and Planning. 


5.5 the Government set out clearly the effects on the Fiscal Plan of the Esti- 
| mates, Supplementary Estimates, and the Budget when it tables these docu- 
ments. 


5.6 legislative proposals be accompanied by five-year projections of their finan- 
cial implications and a statement of any consequent adjustments necessary 
in the Fiscal Plan. 


-hapter 6: Planning Expenditures and Accounting for Results 


The Commission recommends that 


6.1 each program, activity and sub-activity displaying resource requirements in 
| the Estimates have a specific stated purpose and, in so far as possible, a 
| measurable result. 


6.2 Consolidated Estimates presenting government-wide information and the 
important features of departmental and agency Estimates be submitted an- 
nually to Parliament. 


6.3 the Consolidated Estimates contain a comprehensive comparison of the total 
expenditures proposed in them with expenditure limits set out for the Esti- 
mates year in the most recent Fiscal Plan. 


6.4 separate Estimates of expenditure for each department and agency be tabled 


OG 


6.5 


6.6 


Gai 


6.8 
6.9 
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at the same time as the Consolidated Estimates, and that such separate 
submissions be drawn up in accordance with centrally-determined standards 
of disclosure and accounting practices, with decisions pertaining to detail 
left to each department and agency. 


legislation be amended or enacted to require that details of expenditures to 
be incurred under statutory programs be fully identified and quantified in 
the Consolidated Estimates and updated in the Supplementary Estimates; 
and, that the same level of detail as is provided for non-statutory expendi- 
tures be provided for statutory expenditures. 


legislation for all new statutory programs, except those relative to interest 
on the public debt, require that funding lapse automatically at the end of 
the fifth year following introduction, and that renewal of such funding be 
authorized only after parliamentary review of the current and projected 
costs and benefits of such programs. 


with respect to existing statutory programs, legislation be enacted to require 
the responsible minister to evaluate once in the next ten years and thereafter 
every five years the current and projected costs and benefits of all these 
programs, except those relative to interest on the public debt, and that a 
report thereon be tabled in Parliament and be automatically and perma- 
nently referred to the appropriate standing committee for its consideration 
and recommendations. 


the practice of vote-netting be discontinued. 


all departments and agencies be required to prepare complete annual re- 
ports by September 30 following the end of the fiscal year to which they 
relate, that these reports be immediately tabled in the House of Commons 
or, if the House is not sitting on that date, within 10 days of the time the 
House next meets, and, that they be automatically and permanently referred 
to the standing committee that reviews the Estimates of the department or 
agency concerned. 


6.10 Volume II of the Public Accounts contain departmental financial statements 


and other financial data required by the Financial Administration Act, signed 
by the deputy minister as chief administrative officer and by the senior finan- — 
cial officer, and that it continue to be referred to the Public Accounts Com- 
mittee. 


Chapter 7: Consolidating the Management Function of Government 


isl 


The Commission recommends that 


the Financial Administration Act be amended to rename the Treasury Board 
the Board of Management, that the new Board be chaired by a senior minis- 
ter with the title President of the Board of Management, and that one of the 
other five ministers be appointed Vice-President of the Board of Manage- — 
ment. 


7.2. the Board of Management have the responsibilities set out in Sections 5 and 
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7 of the Financial Administration Act for general administrative policy, 
organization of the public service, financial management, and personnel 
management. 


with regard to financial management, the Board of Management have re- 
sponsibility to review annual and longer term expenditure plans and pro- 
grams of departments and Crown agencies requiring appropriations from the 
Consolidated Revenue Fund, and that these plans and programs be re- 
viewed to ensure that they are in accordance with the priorities and expen- 
diture ceilings approved by the Cabinet in the Fiscal Plan, and that they 
have been prepared with due regard to the economical and efficient use of 
personnel and money. 


the Public Service Employment Act be amended so as to transfer the auth- 
ority of the Public Service Commission for staffing the public service to the 
Board of Management, while leaving with the Public Service Commission 
continuing responsibility for the preservation and monitoring of the merit 
principle. 


the Board of Management have responsibility for reviewing the effectiveness 
with which departments and agencies administer the programs and activities 
set out in their annual expenditure plans. 


the Board of Management be supported by two secretaries of the Board, one, 
the Secretary for Personnel Management, and the other, the Comptroller- 
General. 


under the direction of the President of the Board of Management, the Secre- 
tary for Personnel Management have the central management responsibili- 
ties for government-wide policies on manpower planning; appraisal of 
personnel at the senior management level, and career development of the 
senior management cadre; collective bargaining; administrative policies re- 
lating to personnel, official languages, and training; and, that the Secretary 
for Personnel Management ensure that positions are correctly classified, 
departments are staffed in accordance with the Public Service Employment 
Act, and that departmental organization is monitored and reviewed. 


under the direction of the President of the Board of Management, the 
Comptroller General have the central management responsibilities for the 
screening of departmental plans and Estimates; advice on departmental 
expenditure ceilings and man-year ceilings in the Fiscal Plan; program 
evaluation policies and procedures, including performance measurement 
standards; the preparation of the Consolidated Estimates and the Public 
Accounts; accounting principles and practices, including standards of dis- 
closure required in annual reports and financial statements; the organization 
of financial services and internal audit in departments; the training and 
development of financial officers; and, administrative policies concerning 
contracts and the procurement of matériel and services. 


the Secretary for Personnel Management and the Comptroller General to- 
gether be responsible, on behalf of the Board of Management, for reviewing 
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the economy, efficiency, and effectiveness with which departments and 
agencies administer the financial and human resources authorized by Par- 


liament. 


7.10 two secretaries for the Board of Management be established, the Personnel 
Management Secretariat to be headed by the Secretary for Personnel Man- 
agement and the Financial Management Secretariat to be headed by the 
Comptroller General. 


7.11 the Secretary for Personnel Management and the Comptroller General draw 
from their respective secretariats a common staff support group for co- 
ordinating the preparation of agendas, the recording of minutes and deci- 
sions of the Board of Management, and for communicating to departments 
and agencies the action required of them. 


7.12 the Public Service Employment Act be amended to give the Board of Man- 
agement the authority to make appointments to and within the public service, 
and to specify that the Board of Management delegate this authority only 
to the Secretary for Personnel Management or to deputy ministers and their 
counterparts in Crown agencies. 


7.13 the Secretary for Personnel Management be responsible for appointing 
assistant deputy ministers and their equivalents, including senior personnel 
officers and senior financial officers, on the recommendation of the deputy 
head concerned. 


7.14 the Board of Management reassume the Treasury Board’s full responsibility 
for training, and delegate the authority for carrying it out to the Secretary 
for Personnel Management. 


7.15 training services be provided through a separate, revenue dependent organ- 
ization reporting to the Secretary for Personnel Management and subject to 
the accountability régime set out for common service organizations. 


7.16 the Public Service Commission be reconstituted as a Parliamentary Depart- 
ment with the duty of ensuring that selection and appointment to the public 
service are made on the basis of merit, and that the Public Service Commis- 
sion report annually to Parliament those instances where personnel policies, 
procedures, and actions fail to support the merit principle. 


7.17 the autonomy of the Public Service Commission be assured by providing 
that the appointment of Commissioners by the Governor in Council be for 
ten years during good behaviour and be subject to ratification by the Senate 
and the House of Commons, and that removal be upon address of both 
Houses of Parliament. 


7.18 the Public Service Commission have the power to direct the Secretary for 
Personnel Management to cause appointments to be revoked and to insti- 
tute new competitions or other selection procedures. 


7.19 the Program Branch of the Treasury Board Secretariat be transferred to the 
Financial Management Secretariat. 


— 
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7.20 the Comptroller General be responsible for screening and recommending the 
approval of departmental Estimates to the Board of Management. 


7.21 the Comptroller General be empowered by the Board of Management to 
require that departments conduct specific program evaluations in problem 
areas identified by the Board, that the Comptroller General set standards for 
these evaluations, and that the Comptroller General recommend to the Pre- 
sident of the Board of Management that action be taken where program 
evaluation is hindered by jurisdictional disputes. 


7.22 the Board of Management direct the Comptroller General, as required, to 
conduct an evaluation of the effectiveness of any program or program com- 


ponent, or of the economy and efficiency with which a program or com- 
ponent is managed. 


7.23 authority and responsibility for the format and content of the Consolidated 
Estimates and the Public Accounts be assigned to the President of the Board 


of Management, and that he be supported in these responsibilities by the 
Comptroller General. 


7.24 the Comptroller General recommend standards of disclosure and accounting 
to the Board of Management for use in all Estimates, the Public Accounts, 
and annual reports submitted to Parliament, and that he ensure that the 
standards approved by the Board are adhered to. 


7.25 a Chief Accountant of the Government of Canada be appointed to assist the 
Comptroller General in determining the format and content of the Consoli- 
dated Estimates and the Public Accounts, in setting standards of disclosure 
and accounting to be used in Estimates, Public Accounts, and annual re- 
ports, and in ensuring that approved standards are maintained. 


7.26 the accounting branch of the Financial Management Secretariat include an 
accounting systems division charged with planning, controlling, and moni- 
toring the development, introduction, and maintenance of cost-based ac- 
counting systems in departments. 


7.27 the Comptroller General determine the requirements of government for 
financial and accounting skills, and be responsible for the identification and 
development of the necessary people to meet these requirements. 


7.28 the minimum scope and standards of internal auditing, including auditing 
for compliance with central agency directives and guidelines, be determined 
by the Comptroller General. 


7.29 departmental internal audit programs and reports be submitted to the 
Comptroller General for his review, and that the Comptroller General also 
have the authority to evaluate the effectiveness of the internal audit work 
performed by departmental and agency audit staff. 


7.30 the Audit Services Bureau in the Department of Supply and Services be 
disbanded and its staff transferred to individual departments and to the 
Financial Management Secretariat. 
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7.31 the Financial Administration Branch in the Financial Management Secre- 
tariat be staffed to conduct internal audits of departments without an in- 


ternal audit capability. 


7.32 the Comptroller General and his staff work with departments to assist them 
in the preparation of annual work plans for improving financial manage- 
ment and control, and that they monitor and assist in the satisfactory imple- _ 
mentation of these plans. 


7.33 the Comptroller General and the Secretary for Personnel Management con- 
duct an annual in-depth review of each department’s management perform- 


ance. 


7.34 the assessment of departmental performance, prepared jointly by the Comp- 
troller General and the Secretary for Personnel Management, be submitted 
to the responsible minister, the President of the Board of Management, the 
Privy Council Office, and the Committee of Senior Officials on Executive 
Personnel. 


7.35 the authority and responsibility for the operations of the Consolidated Rey- 
enue Fund and all other aspects of day-to-day cash management be clearly 
vested in and fulfilled by the Department of Finance. 


7.36 all funds deposited in authorized depositories in the name of the Receiver 
General be credited immediately to the account of the Government of 
Canada, and that amounts in excess of minimum balances established by 
contract earn interest as from the following business day. 


7.37 charges for all banking services rendered in connection with transactions 
relating to the government be made on a fully competitive basis. 


7.38 plans for daily minimum cash balances, receipts, and disbursements be made 
by the Bank of Canada in the light of information provided by the Depart- 
ment of Finance. 


7.39 subject to election by recipients, repetitive payments to individuals, such as 
those for salaries, pensions, and family allowances, be made by automatic 
transfer through the central clearing system to designated depositories, thus 
obviating the costs of cheque issue and distribution. 


Chapter 8: Common Services 


The Commission recommends that 


8.1 common service organizations be funded through a system of revenue de- 
pendency on a full-cost basis. 


8.2 all common service organizations offer their goods and services at rates based 
on a full-cost approach, and that all goods and services provided by common 
service Organizations be unit-priced. 


8.3 funds for common services, including, annual rental costs for accommoda- 
tion, be provided in the Estimates of the user departments, and that all 








8.4 


Be) 


8.6 


Bs 7 


8.8 


EXHIBITS 201 





transactions between common service organizations and client departments 
be actual transactions. 


the Comptroller General annually conduct public hearings with respect to the 
fees charged by common service organizations with the full participation of 
common service organizations, program departments and agencies, and in- 
terested private sector groups, and that, on the basis of these hearings, the 
common service fee structures be recommended to the Board of Manage- 
ment for approval and communication to all departments and agencies. 


the Bureau for Translations and the Government Telecommunications 
Agency be transferred to the Department of Supply and Services under the 
direction and control of the Minister of Supply and Services. 


all the functions of the Department of Supply and Services be brought to- 
gether under one deputy minister. 


the Crown Assets Disposal Corporation continue to be responsible to the 
Minister of Supply and Services, be governed by the common service poli- 
cies of the Board of Management, and be subject to the proposed manage- 
ment and accountability régime recommended for all departments. 


the branches within the Departments of National Defence, Transport, and 
Indian Affairs and Northern Development which provide design and con- 
struction capabilities be specifically and separately identified and organized 
as Other Designated Departments, and made revenue dependent on a full- 
cost basis. 


Chapter 9: Responsibility and Accountability for Departmental Management 


pl 


pe2 


The Commission recommends that 


departmental plans and performance goals be developed for the minister’s 
approval by the deputy minister in his capacity of Chief Administrative 
Officer, and that the achievement of these program and performance ob- 
jectives be monitored and later reviewed by the Board of Management in a 
manner that would permit the deputy to defend departmental performance. 


deputy ministers be liable to be called to account directly for their assigned 
and delegated responsibilities before the parliamentary committee most 
directly concerned with administrative performance, the Public Accounts 
Committee. 


‘Chapter 10: The Appointment and Appraisal of Deputy Heads 


10.1 
|10.2 


10.3 


The Commission recommends that 
on appointment, a deputy head be expected to serve in his department for a 
period of three to five years. 


the views of the Secretary for Personnel Management and the Comptroller 
General be sought with respect to all deputy head appointments. 


on appointment of the deputy, the Secretary to the Cabinet, the official serv- 
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ing as adviser on senior appointments, and the two secretaries of the Board 
of Management meet with him to discuss departmental problems, issues, and 
performance expectations, and that individual objectives be agreed between 
the minister and the deputy, submitted to the Prime Minister, and serve as 
the continuing basis for performance evaluations. 


10.4 these statements of objectives be reviewed annually by the deputy head and 
the minister, and any changes deemed necessary be communicated to the 
Prime Minister, the Secretary to the Cabinet, the adviser on senior appoint- 
ments, and the two secretaries of the Board of Management. 


10.5 the Committee of Senior Officials on Executive Personnel, comprising the 
Secretary to the Cabinet, the adviser on senior appointments, the Comp- 
troller General, and the Secretary for Personnel Management as permanent 
members, and four other deputy ministers appointed on a rotational basis, 
be responsible for preparing for the Cabinet appraisals of the performance 
of all Governor in Council appointees who are involved in the management 
of departments. 


10.6 the deputy head have the opportunity to comment on the evaluation before 
it is forwarded to the Cabinet Committee on the Public Service and the full 
Cabinet. 


10.7 following the final decision by the Cabinet, the annual evaluation of a de- 
puty’s performance be discussed personally with him by the adviser on 
senior appointments. 


10.8 the COSO evaluation of the deputy be reviewed and, if necessary, com- 
mented upon by the minister before its submission to the Cabinet. 


10.9 a deputy secretary to the Cabinet be assigned full-time responsibility for 
supporting the adviser on senior appointments. 


Chapter 11: The Preparation and Review of Departmental Plans 


The Commission recommends that 


11.1 deputy heads of all departments ensure that their organizational structures 
clearly reflect that responsibility centres are directly related to programs, 
activities, or sub-activities that can be identified with particular resources 
and, where possible, with specific measurable outputs. 


11.2 such responsibility centres be under the control of managers who can be 
accountable for establishing plans and achieving results. 


11.3 each departmental management committee place priority on developing 
strategy and plans for setting medium-term departmental objectives, by ap- 
proving challenging goals for managers, and by communicating these objec- 
tives and goals clearly to managers of responsibility centres. 


11.4 the preparation and submission of Program Forecasts be discontinued. 


11.5 departments be required to prepare Departmental Strategic Plans each year 
for submission to the Board of Management in support of the Estimates, and 
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11.6 


“11.9 


to the Department of Finance and the Privy Council Office for their infor- 
mation and consideration. 


the departmental Estimates submission to the Board of Management be ac- 
companied by a memorandum outlining the key operational goals to be 
achieved by the end of the Estimates year. 


the screening of departmental plans be concluded by the transmittal of a 
letter to each minister from the President of the Board of Management, and 
that this letter comment on the results of the screening and report any un- 
resolved or other important issues. 


the minister responsible for the Departmental Strategic Plan and Estimates, 
accompanied by the deputy head, appear before the Board of Management 
to explain and justify his Estimates submission, and that the Comptroller 
General and the Secretary for Personnel Management attend these meetings 
to respond to any questions from the Board about their interpretation of, or 
recommendations on, the plans and the Estimates. 


the Financial Management Secretariat monitor the implementation of recom- 
mendations made by the Board of Management for any changes in depart- 
mental plans or Estimates. 


| Chapter 12: The Deputy and the Departmental Management Team 


The Commission recommends that 


| 12.1 the Board of Management require the deputy to ensure that goals are set for 


{ 


m2 .2 


each manager reporting directly to him, that goals focus attention on the 
most important problems and priorities in the manager’s area of responsi- 
bility, and that they provide an objective basis for measuring the manager’s 
performance. 


deputy heads be delegated the authority for approving organization, classifi- 
cation, and staffing decisions affecting all positions below the level of assist- 
ant deputy minister or equivalent within existing complements. 


the deputy’s recommendations for the classification of positions at the level 
of assistant deputy minister and equivalent, and changes in organization in- 
volving positions at this level, be subject to approval by the Board of Man- 
agement. 


for assistant deputy minister and equivalent positions, the deputy head select 
a candidate from a list drawn up by the Secretary for Personnel Management 
and recommend that candidate for appointment by the Secretary for Per- 
sonnel Management. 


deputy heads establish similar procedures for delegating authority for and 
approving classification, organization, and staffing decisions within depart- 
ments. 


the Board of Management ensure the effective discharge of these funda- 
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mental personnel management responsibilities by deputy heads through audit 
procedures and annual departmental performance reviews. 


12.7 Parliament enact legislation to introduce unsatisfactory performance as 
grounds for discipline or release, subject to the present appeals process and 
review by the Public Service Commission, and to simplify the process for 
disciplining or releasing consistently below-par performers at all levels. 


12.8 the Secretary for Personnel Management of the Board of Management dele- 
gate to deputy heads who have established acceptable performance appraisal 
procedures the authority to dismiss, demote, or transfer employees below the 
level of assistant deputy minister. 


12.9 the Secretary for Personnel Management operate a placement and counsel- 
ling service to assist employees who have been dismissed. 


12.10 deputy heads establish and follow a management succession and career 
development plan that systematically identifies candidates for senior positions 
in the department and for promotion to other positions within the public 
service. 


12.11 the Secretary for Personnel Management review the departmental plans with 
the deputy heads and consolidate them to establish a managerial career 
development plan for the government as a whole. 


12.12 the performance of deputy heads in developing managers be made an im- 
portant part of the deputies’ own performance evaluations. 


12.13 the senior personnel officer in the department report directly to the deputy 
head and be a full and active member of the management committee. 


Chapter 13: Departmental Financial Organization and Personnel 


The Commission recommends that 


13.1 staff courses, temporary secondment to the private sector, temporary assign- 
ment programs, and other career development arrangements for senior man- 
agers be developed in such a way that they lay strong emphasis on practical 
explanations and demonstrations so that participants develop a better under- 
standing of the nature and purposes of financial management in government. 


13.2 deputies be required to manage and organize their departments so as to 
permit senior financial officers to make a significant contribution to their 
planning, budgeting, controlling and evaluation activities. 


13.3 each senior financial officer be required annually to establish measurable 
goals for his personal performance, that such goals be agreed to by the 
deputy minister and the Comptroller General, and that his subsequent per- 
formance evaluation by the deputy be based on a measurement of achieve- 
nent against these goals. 


13.4 for senior financial officer positions, the deputy head select a candidate from 
a list drawn up by the Comptroller General and recommend that candidate 
for appointment by the Secretary for Personnel Management. 
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3.5 


13.6 


13.7 


13.8 


13.9 


the senior financial officer in the department report directly to the deputy 
head and be a full and active member of the Management committee. 


the Comptroller General, if his discussions with the deputy head concerned 
produce no satisfactory result, be required to report to the Board of Man- 
agement those instances where financial management in a department is 
unsatisfactory because of badly defined and/or ineffective functional author- 
ity of senior financial officers over financial staffs reporting to program or 
regional managers. 


on receipt of a report of unsatisfactory financial management, the Board of 
Management be empowered to direct that all financial staff of the depart- 
ment concerned report directly to the senior financial officer for a period 
to be specified by the Board. 


the Secretary for Personnel Management of the Board of Management revise 
the classification benchmarks for financial and clerical positions to ensure 
that only those positions requiring formal accounting training are placed in 
the F1 group; and that he ensure that all F1 position descriptions accurately 
reflect the skills and duties required of the incumbent. 


the secretary for Personnel Management of the Board of Management work 
Closely with the Comptroller General to develop courses that meet both 
modern standards and financial management requirements in the federal 
government, and that satisfactory completion of such courses be appropri- 
ately tested and recognized. 


Chapter 14: Accounting and Auditing 


14.1 


14.2 


The Commission recommends that 


comprehensive cost-based accounting systems be developed and used in all 
federal departments and agencies, and that these systems meet the criteria of 
capturing all costs on a timely and accurate basis and be integrated with 
costing systems capable of analyzing the data thus obtained. 


accounting systems in departments and agencies incorporate independent 
financial control over all non-cash assets, and particularly over fixed assets 
and inventories. 


the federal government take the lead in setting up a joint task force with the 
provincial governments to determine the accounting standards that should 
be recognized, accepted, and used in the presentation of government finan- 
cial information. 


departments be fully responsible for the design and upkeep of their own 
accounting systems. 


departmental accounting systems be designed to provide the information 
required by central agencies accurately and promptly. 


departmental accounting systems, and any subsequent changes therein, be 
formally approved by the Comptroller General before being brought into use. 
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14.7 the internal audit responsibility of departments and agencies be based on 
a comprehensive approach to all financial, operational, and management 
auditing, and that it therefore cover adherence to all centrally-prescribed 
financial, personnel, official languages, data processing, and other adminis- 
trative policies and procedures, as well as the economy, efficiency, and ef- 
fectiveness with which resources are used. 


14.8 Audit Committees be formally created in all departments and that they 
comprise at least the deputy head and two members from the ranks of senior 
executives of major corporations and organizations in the private sector. 


Chapter 16: A Proposed Re-ordering of Crown Agencies 


The Commission recommends that 
16.1 the Schedules to the Financial Administration Act be replaced by a more 
comprehensive set of schedules in accordance with four categories: 


1) Ministerial and Other Designated Departments 
2) Independent Deciding and Advisory Bodies 

3) Crown Corporations 

4) Shared Enterprises 


and that when any re-scheduling occurs such decisions be tabled for the 
information of Parliament. 


Chapter 18: Independent Deciding and Advisory Bodies 


The Commission recommends that 
18.1 every constituent act of an Independent Deciding and Advisory Body desig- 
nate one official as chief executive officer who will be responsible for the 
supervision and direction of the work and staff of the agency and be held 
accountable for the administration of the agency. 


18.2 unless specifically exempted in the constituent act, the authority of the 
Board of Management with respect to financial and personnel management 
in departments apply to Crown agencies in Category II, Independent Decid- 
ing and Advisory Bodies. 


18.3. when Independent Deciding and Advisory Bodies are established, the goals 
and public policies they are to implement, or be guided by, be clearly set out 
in their constituent acts. 


18.4 in cases where Independent Deciding and Advisory Bodies are authorized to 
make regulations, these be subject to Governor in Council approval before 
being promulgated. 


18.5 the constituent acts of Independent Deciding and Advisory Bodies contain 
provisions allowing for policy directives from the Governor in Council. 


18.6 prior to the issuance of a policy directive to an Independent Deciding and 
Advisory Body, the Government refer the matter to the agency, which may 
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request public submissions thereon and shall make a public report within 
ninety days or such longer period as the Government may specify, and 
further, that such directives be published in the Canada Gazette and tabled 
in the House of Commons. 


18.7 the right to appeal individual decisions of regulatory agencies to designated 
ministers or the Governor in Council be abolished. 


18.8 without abrogating the powers granted to the Governor in Council in the 
Public Service Rearrangement and Transfer of Duties Act, the transfer to a 
department or agency of government of any function assigned by statute to 

| an Independent Deciding and Advisory Body require parliamentary approval. 


18.9 all constituent acts of Independent Deciding and Advisory Bodies clearly 

| stipulate that members shall be subject to removal only for cause and that 
in addition, for regulatory agencies, such action be subject to a joint reso- 
lution of both Houses of Parliament. 


18.10 the members of Independent Deciding and Advisory Bodies designated as 
chief executive officers be appointed to such positions for three-year terms, 

| subject to renewal, and that their administrative performance be evaluated 
by the Committee of Senior Officials on Executive Personnel, and its reports 
be submitted to the Cabinet when it is considering re-appointment. 


(18.11 chief executive officers of Independent Deciding and Advisory Bodies un- 
dertake annual performance evaluations of the members of their agencies 
and that such evaluations be forwarded to COSO and the Cabinet. 


(18.12 the annual reports of Independent Deciding and Advisory Bodies be auto- 
matically and permanently referred to the appropriate standing committees 
of the House of Commons, and that they provide a thorough description of 
the activities of the preceding year including both achievements and prob- 
lems, a record of reports issued and directives received, and plans for the 
coming year. 


i 


18.13 the designated minister be required to undertake a review of the functions 

| and operations of Independent Deciding and Advisory Bodies not less than 
once every ten years, and further, that the results of such reviews be tabled 
in the House of Commons and be automatically and permanently referred 
to the appropriate standing committee. 


Chapter 19: Crown Corporations 


The Commission recommends that 

19.1 in the constituent act, or letters patent issued under the Canada Business 

| Corporations Act, for each Crown Corporation, the mandate provide a 
clear definition of the task, purposes, objectives, and powers devolved upon 
the corporation, and where letters patent are used to constitute the corpora- 
tion, that these automatically be tabled in Parliament. 


19.2 the creation of a Crown Corporation or subsidiary or the acquisition of a 
company by a Crown Corporation or subsidiary require express parliamen- 
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tary sanction in the relevant departmental or Crown Corporation constitu- 
ent act and prior Governor in Council approval. 


19.3 the chief executive officer be responsible for preparing a Corporate Strategic 
Plan for the approval of the board and for the information of the designated 


minister. 


19.4 directives issued to a Crown Corporation by the designated minister be sub- 
ject to Governor in Council approval, be tabled forthwith in Parliament, and 
be duly recorded in the annual report of the corporation. 


19.5 directives issued to a Crown Corporation be binding on the corporation but 
that they relieve the directors of their responsibility in the matter, and that, 
where directives result in additional costs to the corporation, compensation 
on an agreed or independently arbitrated basis be awarded. 


19.6 directors of Crown Corporations be appointed for three-year staggered terms 
by the Governor in Council on the recommendation of the designated min- 
ister, after consultation with the chairman of the board of directors. 


19.7 the chairman of the board of directors of a Crown Corporation be appointed 
by the Governor in Council after consultation with the board. 


19.8 subject to confirmation by the Governor in Council on the recommendation 
of the designated minister, the chief executive officer of a Crown Corpora- 
tion be appointed and removed by the board of directors of the corporation. 


19.9 the president of a Crown Corporation be chief executive officer, and that his 
remuneration, together with that of the chairman of the board, be fixed by 
the board of directors within ranges approved by the Governor in Council, 
such ranges to be determined on the recommendation of independent ad- 
visers. 


19.10 the board of directors of a Crown Corporation be responsible for establish- 
ing the form and contents of the capital and operating budgets based on the 
highest accepted standards. 


19.11 the capital budget, when appropriations are not required, be approved by 
the board of directors, submitted to the designated minister and the Minister 
of Finance for review and approval, and thereafter be submitted to the 
Governor in Council for approval and subsequent tabling in Parliament at 
the same time as the Estimates. 


19.12 the capital budget, when appropriations are required, be approved by the 
board of directors, submitted to the designated minister, the Minister of 
Finance, and the Board of Management for review and approval, and there- 
after be submitted to the Governor in Council for approval and subsequent 
tabling in Parliament with the Estimates. 


19.13 the operating budget, when appropriations are not required, be approved by 
the board of directors, be presented to the designated minister for informa- 
tion, and be assigned to the chief executive officer for implementation. 
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19.14 the operating budget, when appropriations are required, be approved by the 
| board of directors, and forwarded to the designated minister for his approval 
| and subsequent transmission to the Board of Management and the Governor 
in Council for their approval prior to tabling in Parliament, and that all ap- 
proval procedures be completed before the budget is assigned to the chief 


executive officer for implementation. 


19.15 Crown Corporation bylaws take effect on approval by the board of directors, 
but that they require subsequent ratification by the Governor in Council and 


| tabling in Parliament. 


19.16 codes of conduct and a system of compliance be prepared by Crown Cor- 


porations, approved by the board of directors, and agreed with the minister, 
and that monitoring of compliance be the responsibility of the board. 


19.17 all Crown Corporations appoint audit committees made up of outside direc- 
tors. 


19.18 the Governor in Council appoint the external auditor on the recommendation 
of the board of directors, except where the auditor is already named in con- 
Sstituent legislation. 


19.19 the Auditor General, where he is not named as the external auditor, have 
| access to the audit reports of outside auditors of Crown Corporations. 


19.20 every subsidiary be listed with its parent in the Crown Corporations category, 

| and that the financial statements of all subsidiaries on both a consolidated 
and unconsolidated basis be included in the parent corporation’s annual 
report. 


) 


19.21 the designated minister be required to undertake a review of the mandate 
and operations of Crown Corporations not less than once every ten years 
and further that the results of such reviews be tabled in Parliament and re- 
ferred automatically for study and appropriate action to the relevant stand- 
ing committee. 


chapter 20: Shared Enterprises and Quasi-public Corporations 


_ The Commission recommends that 

0.1 Shared Enterprises be listed as such for purposes of identification in the re- 
vised schedules to the Financial Administration Act, and that the subsidi- 
aries of Shared Enterprises be directly accountable to their parent corpora- 
tions and identified by and listed with their parent corporations. 


| 
| 
| 
} 
\ 


0.2 accountability with respect to the delegated public responsibility of Shared 

| Enterprises normally be subject to appropriate federal or provincial cor- 
porate law, and, in addition, that provision be made for appropriate report- 
ing and disclosure to Parliament. 


0.3 the designated minister as trustee shareholder for the Crown accept the 
rights and responsibilities of any shareholder under the applicable corporate 
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law, except where those rights and responsibilities have been clearly modified 
by a specific constituent act. 


20.4 the designated minister be the accountability link between a Shared Enter- 
prise and Parliament. 


20.5 the annual reports of Quasi-public Corporations that receive grants or con- 
tributions from the Government be tabled each year at the same time as the 
tabling of the Estimates. 


20.6 the Government undertake to hold the officers of Quasi-public Corporations 
accountable in a manner commensurate with the degree of governmental 
sponsorship or encouragement of those corporations. 


Chapter 21: Rights and Responsibilities 


The Commission recommends that 
21.1 the deputy minister as chief administrative officer account for his perform- 
ance of specific delegated or assigned duties before the parliamentary com- 
mittee responsible for the scrutiny of government expenditures, the Public 
Accounts Committee. 


21.2 there be established a committee of the House of Commons to be known as 
the Standing Committee on Government Finance and the Economy, that the 
annual Fiscal Plan presented to Parliament be automatically and perma- 
nently referred to this committee, that the committee report to the House on 
its study of the Plan, and, that the Government respond formally to the 
committee’s report during a subsequent debate. 


Chapter 22: Instruments and Procedures 


The Commission recommends that 
22.1 the total number of standing committees of the House of Commons be re- 
duced and that, with the exception of the Public Accounts Committee, mem- 
bership on them be limited to 15 or fewer. 


22.2 Standing Order 65.(4) be amended to provide for prior notice of votes in 
committees and the establishment of alternate lists from which to draw 
substitutes for committee members. 


22.3 the chairmen of standing committees be elected by each committee for the 
life of a parliament, and receive remuneration for performing their duties, 
such remuneration to relate to that received by parliamentary secretaries. 


22.4 each standing committee of the House of Commons be allotted a budget 
to which all expenses associated with the operation of the committee are 
charged, that the budget include an allocation for hiring staff but that the 
selection of staff be at the discretion of the committee, and, that staff be at 
the service of the whole committee but under the direction of the chairman. 


22.5 the annual reports of departments and agencies be automatically and per- 
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manently referred to the appropriate standing committees of the House of 
Commons. 


Standing Order 58.(16) be re-interpreted to make clear that substantive 


reports from House committees are desirable whether or not they are to be 
debated. 


Standing Order 58 be amended to permit standing committees to recommend 
the partial reduction of an item of expenditure in the Estimates. 


all legislation relating to taxation be referred to the Standing Committee on 
Government Finance and the Economy, and that this committee be informed 
of the likely effects on the Fiscal Plan of all other legislative proposals. 


standing committees undertake, as the need arises or as time permits, in- 
depth studies of the impact of programs, and that these studies concentrate 
on reviewing the need for and the benefits conveyed by specific programs. 
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GENERAL 


1.1 Introduction. This Report has been prepared pursuant to section 12(1) of 
The Audit Act, 1977, as amended, which requires the Auditor’s annual Report to 
be submitted to the Speaker of the Assembly not later than December 31st each 
year, provided that the Public Accounts have previously been laid before the 
Assembly. 


The audit and reporting responsibilities of the Provincial Auditor, as set out 
in the Act, are explained in detail in Chapter 6 of this Report. 


1.2 Timetable for Preparation and Submission of Annual Report. To comply with 
section 12(1) of the Act, and to allow the required time for the preparation and 
printing process, our annual Reports cover audits completed to the end of Sep- 
tember. This Report, therefore, covers audit activity through the twelve month 
period from October 1979 to September 1980. 


1.3 Status of Suggested Corrective Action and Recommendations Contained in 
Previous Annual Reports. It is our practice to follow up on the status of suggested 


Corrective action and recommendations at the time of our next audit of each Minis- 


try or Crown Agency. The status of suggested corrective action and recommenda- 


tions contained in our 1978-79 Report is indicated in Exhibit 7 to this Report. 
_ Exhibit 7 also provides an update on the status of corrective action and recom- 
/ mendations considered unresolved per Exhibit 7 of our 1978-79 Report. 


14 The Standing Public Accounts Committee. Standing Order 91 of the Legisla- 
tive Assembly requires that the Report of the Provincial Auditor and the Public 


Accounts be referred to the Standing Public Accounts Committee as they become 
available. This Committee, which is now appointed for the life of each Parliament, 


_ consists of twelve members, with party membership proportional to the respective 


party membership. in the Legislature. As has been the custom since 1968, the 


_ Committee is chaired by a member of the Official Opposition Party. 


Under the parliamentary form of government, public accounts committees 


_ play an important role in the administrative accountability of the executive arm of 


government to the legislative assembly. They provide the forum to which officials 
of ministries and agencies may be called to account for the legality and prudence of 
government expenditures and the establishment of proper administrative policies 


and procedures. 


The public accounts committee uses the annual report of the legislative auditor 


to identify problem areas and key issues and to facilitate its review of the Public 


Accounts. It can serve as a guide to the elected representatives for the selection of 


Matters which warrant further enquiry. Also, involvement of the Committee with 


the auditor’s report and endorsement of his recommendations for corrective action 
can often reinforce and support the work of the auditor. . 
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Reference was made in our 1978-79 Report (section 15) to the activities of the 
Standing Public Accounts Committee during the Second and Third Sessions of the 
Thirty-First Parliament, up to the time of the Committee's meetings on June 27 
and 28, 1979 dealing with matters related to The Royal Ontario Museum. 


Upon the return of the Legislature from the summer recess in the fall of 1979, 
the Committee resumed its activities. Five meetings were held during November 
and December 1979. The Committee submitted its final report for 1979 on De- 
cember 20, 1979. This report was debated and declared carried in the Legislative 
Assembly on April 17, 1980. The Committee received the authorization of the 
Assembly to meet in respect of the 1978-79 Report of the Provincial Auditor during 
the interval between sessions. As a result, meetings were held on February 26, 27 
and 28, 1980. 


After commencement of the Fourth Session of the Thirty-First Parliament on 
March 11, 1980, the Committee held eleven meetings during the months from 
March to June. Arising from a resolution at the Committee’s June 12 meeting, the 
Committee was authorized to hold further meetings subsequent to adjournment of 
the Legislature on June 19 for the summer recess. These meetings, which dealt with 
land assembly projects, were held from August 25 to 27, and were preceded by a 
physical inspection of three land assembly projects. 


1.5 Recommendations of the Standing Public Accounts Committee. For informa- 
tional purposes, Exhibit 8 to this Report provides the current status of recom- 
mendations contained in all Reports of the Standing Public Accounts Committee to 
the Legislature from July 10, 1975 to May 31, 1979, to the extent that such 
recommendations were considered unresolved per Exhibit 8 of our 1978-79 Report. 


Exhibit 8 also summarizes the current status of all recommendations con- 
tained in the Committee’s December 20, 1979 Report to the Legislature. 


1.6 Managing by Results 


Introduction 


Management Board of Cabinet, as part of its central management responsi- 
bilities, establishes and supervises administrative policies, procedures, management 
practices and systems for the efficient and effective operation of the Ontario Public 
Service. In this respect, one of the initiatives of Management Board of Cabinet was 
the introduction in 1973 of Managing by Results (MBR). The main value of the 
MBR system has been stated as providing “. . . line managers with the means to 
ensure the efficiency and effectiveness of their own programs. This, clearly, is the 
ee foundation for ministry accountability for financial management and con- 
trol”. 


While the Provincial Auditor has always been concerned with the account- 


ability of government, the passage of new audit legislation, The Audit Act, 1977, | 
which became effective April 1, 1978, formalized his responsibilities to examine © 
and report to the Legislative Assembly on whether satisfactory systems are in place 


' 


regarding economy, efficiency and the measurement of program effectiveness. Un- 


| 
i 


| 
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_ derstandably, therefore, the Provincial Auditor is concerned with the status and 
success of the MBR system. 


Implementation of MBR 

MBR is a two stage process. In the first stage, a ministry commits itself to 
Management Board of Cabinet to the attainment of measurable targets, in exchange 
for the resources needed to achieve these targets. During the second stage, the 
ministry reports to Management Board of Cabinet on actual achievements versus 
target achievements, and must explain any deviations from the target. 


MBR submissions to Management Board of Cabinet consist of four docu- 


ments: 


(1) The Master Program lays out the basis for the program, its purposes, 


(2) 


(3) 


(4) 


long-term plans and multi-year objectives and an outline of effectiveness 
measurement criteria, and their rationale. 


The Annual Program Submission deals with specific objectives, com- 
mitments, and resources to be expanded during the fiscal year. 


The Reports to Management Board are the counterpart to the Annual 
Program Submission. They are the manager’s assessment of his pro- 
gram’s achievement of the year’s commitments and such effectiveness 
measurement data as is called for by the Master Program. Reports are 
done in two stages, a final report of a preliminary nature early enough to 
be used as input for the estimates process; and a final report at the end 
of the fiscal year. 


The MBR Abstract is a synopsis of the Annual Submission, and is sel- 
dom more than one page of large type. The Abstract is presented to 
Ministers sitting on the Board when the program comes under discussion. 


In October 1979, 95 per cent of government programs were reported as being 
covered by MBR. At July 1980, coverage approached 100 per cent. 


Generally, our concerns with the MBR system are: 


(1) 


(2) 


(3) 


(4) 


The absence of published guidelines or detailed sections in the Ontario 
Manual of Administration to develop a government-wide understanding 
and appreciation for MBR. 


The absence of guidelines or directives issued to ministries requiring 
them, for each program, to develop procedures to identify the objectives 
and effects that can be measured. 


The absence of guidelines or procedures whereby the responsibility for 
program evaluation has been assigned to a definite person or group within 
each ministry. 


The absence of courses developed by the Civil Service Commission 
dealing with the matters of efficiency and measurement of program effec- 
tiveness. 


More specifically, in relation to efficiency, we are concerned with the “pro- 


12 AUDITOR’S REPORT FOR 1979-80 


ductivity trends” measure, in the context of our new audit legislation which re- 
quires us to report on due regard for economy and efficiency. 


To measure changes in efficiency or productivity improvements, some base 
or standard has to be established. This base can be the actual performance during 
a “typical” period in the past, or an “ideal” standard. We understand that it is not 
the Government’s intent to develop “ideal” standards. 


The “productivity trends” measure used in the MBR Abstract compares the 
ratios of goods or services produced (outputs) to resources used to produce them 
(inputs) over a three-year period. This measure is weak insomuch as there is no 
assurance that figures used for the base year are representative of an acceptable 
level of efficiency. Hence, although productivity may have increased as compared 
to a base year, the operation may still be inefficient. 


Improvements in System 
Since the introduction of MBR, primary attention has been given to imple- 
mentation. The time has now come to assess and refine. 


Current MBR problems noted by the Management Board Secretariat include: 


(1) Ministries and program managers look upon MBR as an additional form 
to be completed and intended only to benefit Management Board of 
Cabinet. (This is curious since MBR coverage now approaches 100 per 
cent of government programs. ) 


(2) Results are not perceived to be very important. For example, program 
results are not considered in budget allocations. 


(3) Where are management time, supporting information systems and pos- 
sibly other resources to be found for effective MBR processes and 
abstracts? 


In June 1980, the Management Board Secretariat announced initiatives to- 
wards its continuing objective to further improve the overall management process 
in the Ontario Government. Three of these initiatives, to encourage greater eco- 
nomy and efficiency across the government, to encourage and increase the adoption 
of program evaluation across the government and to develop a written description 
of MBR for distribution, specifically relate to the MBR system. 


A draft Plan for the Improvement of MBR in the Ontario Government has 
been prepared by the Secretariat for review by deputy ministers and subsequent 
Board approval. The key recommendation made in the proposed plan was “The 
Government commit itself to a three year program designed to improve signifi- 


cantly Managing by Results”. The proposed objectives of this program were as 
follows: 


(1) To establish a formal results oriented program management system in all 
ministries for almost all government programs. 


(2) To upgrade all MBR Abstracts to meet certain quality standards. These 
standards are: 
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(a) Clearly defined program objectives; 

(b) Results described in terms of client benefits; 

(c) Capability of developing inferences on productivity trends; 
(d) Adequacy for public disclosure. 


(3) Tentative development of ministry MBR Abstracts aggregating the vari- 
ous program results, workload and resources into a “corporate” ministry 
statement of performance. 


A schedule of milestones to be achieved, starting November 1980 and ending Sep- 
tember 1983, was stated in the proposed plan. 


Action at the Federal Level 


At the Federal level, where a similar audit mandate 1s in force, we understand 
that Government action has taken the following form: 


(1) Treasury Board Guidelines on Program Evaluation supporting the im- 
plementation of its policy on measuring and reporting the efficiency and 
effectiveness of government programs. An Evaluability Assessment Task 
Force is helping departments and agencies to devise plans for program 
evaluation that take into account the extent to which programs are 
amenable to evaluation by appropriate and reasonable methods. Program 
evaluation as defined by the Office of the Comptroller General, Canada 
will call into question the very existence of the program. 


(2) Treasury Board directives stating that by 1980 all departments will be 
using adequate and reliable means, wherever possible, for performance 
measurement. To support this policy, managers and specialists are being 
trained in performance measurement. 


(3) Treasury Board Policy and Guidelines on the Management of Major 
Crown Projects and a number of follow-up directives establishing a firm 
foundation for good project management practices. 


General Commentary 

One of the initiatives announced by the Management Board Secretariat in 
June 1980 was “to encourage and increase the adoption of program evaluation 
across the government”. In this regard, it is worthwhile noting the following 
recommendation made by the Special Program Review, appointed by Order in 
Council in June 1975: 


“The Government develop a capability for evaluating specific programs 
selected by Cabinet for review. The evaluation team should report to Cabinet 
and should include members from the private sector, from the ministry or 
ministries involved in program delivery, and from the central agencies.” 


At this time, we do not know how the stated Management Board Secretariat 
initiatives will be carried out. Hence, we are unable to comment on whether our 
concerns in the area of program evaluation will be addressed. 


The proposed three-year improvement program for MBR does not indicate 
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that, where feasible, “ideal” standards of performance for measuring changes in 
efficiency or productivity improvements will be developed. As previously men- 
tioned, the present measure of productivity is weak insomuch as there is no assur- 
ance that figures used for the base year are representative of an acceptable level of 
efficiency. 


The improvement program should, however, address current MBR problems 
noted by the Management Board Secretariat and one of our concerns about the 
lack of published guidelines on MBR. | 


In reply to our request, the Secretary, Management Board of Cabinet re- 
sponded to our comments as follows: 


“Your description of the MBR process is essentially correct. Before com- 
menting on the specifics of your report, I think it is worth mentioning 
the profound change that the MBR program has had on the style of 
management within government. Before MBR, control was exercised 
exclusively on inputs; the emphasis is now on the input/output relation- 
ship. While your report deals with the use of MBR by Management 
Board, there is another dimension to the program that you have not 
mentioned; the use of MBR within ministries. There is increasing ac- 
ceptance of the need to introduce results reporting at each organizational 
level and some excellent work is in progress within the ministries to this 
end. 


“The MBR reports submitted to Management Board are intended to be 
a natural extension of each ministry’s own management reporting system. 
Because of the individuality of each system, it was decided that the 
Board should allow ministries some latitude in MBR reporting provided 
that certain key requirements were being met. For this reason, the Secre- 
tariat was loath to formalize the procedure unduly through the issuance 
of directives and manuals. This was one of the lessons that we learned 
from the demise of PPBS both at the federal and provincial levels. We 
opted instead to work with each ministry individually on the develop- 
ment of its own system and I think that the results that we have achieved 
speak for the effectiveness of this approach. 


“Nevertheless, now that MBR is past its implementation stage, it may be 
advisable to introduce more prescriptive guidelines in some of the areas 
mentioned in your report. As you have noted, this is one of the issues 
addressed in the Secretariat draft plan for improving MBR. 


“I should also mention that the draft plan will be reviewed by an inter- 
ministry task force before its submission to Management Board. Thus, 
there will be an opportunity to consider the helpful commentary in your 
report before finalizing the MBR improvement plan. 


“With regard to productivity standards, you are quite correct in observ- 
ing that the government is not pursuing the development of ‘ideal’ stan- 
dards. There are two basic reasons for this. To begin with, the develop- 
ment of such standards ‘across the board’ would be a difficult task, one 
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that may in the final analysis call for more supposition than fact. For 
example, many assumptions would have to be made in defining an ideal 
standard for the cost of psychiatric care in relation to the results deliv- 
ered, for the cost per dollar of retail sales tax collected or the cost per 
accident avoided in the construction industry. A second reason centres 
on our commitment to productivity improvement. We believe that the 
public sector must continue to improve its productivity each and every 
year. To set a standard could mean setting an initial goal which, once 
attained, would then become a limit. While the current approach to MBR 
does not embody the concept of efficiency standards, we do set specific 
productivity improvement standards in the allocation process. Thus, the 
overall management process does compel ministries to continually im- 
prove upon their productivity. The end result can be measured in a 
number of ways. For example, in 1975 our workforce comprised 
87,109 people (10.6 per 1,000 population). In 1980, the workforce was 
only 85,523 (9.6 per 1,000 population), a reduction of 5.3%. 


“We look upon program evaluation as a distinct issue. MBR is concerned 
with the achievement of maximum results in each program while pro- 
gram evaluation is a more searching examination of the continued relev- 
ance of those program results in relation to overall goals and policy, 
client needs, and the changing social and economic environment. Obvi- 
ously, program evaluation is more than a management process issue, it 
involves value and priority judgements that originate from various 
sources often external to management. To issue a policy statement as- 
serting that departments will perform program evaluations may be more 
a question of appearance than reality. 


“I believe that our efforts to address program evaluation will be sup- 
ported by MBR. Since Management By Results leads to the development 
of specific program objectives and a measure of program output in terms 
of client benefits or results, it becomes a logical basis for program review. 
It is our intention to explore this possibility further as part of the MBR 
Improvement Plan previously cited. The Management Standards Project 
is also concerned with program evaluation as a key component in a 
complete management system. Thus, I am quite hopeful that we will 
make progress on this subject, one that I recognize as an important and 
urgent question. 


“One final procedural comment. It is correct to note that the reporting 
aspect of MBR does begin with an initial submission from a ministry 
describing the program to be covered, the long term goals, specific ob- 
jectives, etc. However, it would be an exaggeration to call it a ‘master 
program’. Perhaps, you should change the (relevant paragraph) to read: 


(1) The initial program submission describes the basis for the program, 
the long term goals, specific objectives, the output or result measure- 
ments and any other criteria for effectiveness and efficiency. 


“While the preceding comments are intended to address the issue of 
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MBR and program evaluation raised in your report, it should be noted 
that there is a more comprehensive effort now underway to improve all 
aspects of the management process. This includes: 


(1) The Management Standards Project — a systematic review and de- 
velopment of an integrated and comprehensive set of management 
processes for the government. 


(2) MBR Improvement — as described. 


(3) Capital Planning — improvements in overall planning and evaluation 
techniques. 


(4) Productivity Improvement — establishing productivity improvement 
as a cornerstone of the managerial process. 


(5) Allocation and Estimates Process — further improving these two 
planning systems. 


“In summary, we are working on a broad front to further improve the 
management system in government. I would be pleased to discuss this 
program in more detail with you and your staff.” 


= 
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COMMENTS ON MINISTRY OPERATIONS 


2.1 Introductory Comments. Most of the comments contained in this segment of 
the Report pertain to audit observations and recommendations resulting from on- 
going Ministry audits and special reviews. The audits on which the comments are 
based were completed since the date of our last Report and are listed in Exhibit 5. 


2.2 Audit Memoranda. Memoranda on the various audits and examinations per- 
formed during the year were submitted to the Deputy Minister of each Ministry 
concerned. Observations and comments were made on matters noted during the 
conduct of the audits. Included in the memoranda were recommendations and 
suggestions for improvement in the accounting and operating processes. The 
Deputy Ministers were asked to review the memoranda and to forward their com- 
ments on our findings and recommendations. This procedure provides each Ministry 
with an opportunity to question the position taken by this Office or to initiate im- 
mediate corrective action. 


Matters which were raised in memoranda covering these audits, and which, in 
our opinion, should be brought to the attention of the Legislative Assembly, are 
included in subsequent sections of this Chapter. Not all of the subsequent comment 
is of a critical nature; certain comments are for informative purposes only. For the 
most part the caption of the section will indicate whether the content is of a critical 
or informative nature. 


Pertinent replies received from the Ministries to the time of completion of 
this Report have been included for informative purposes, generally without further 
comment by this Office. Such replies will be reviewed during subsequent audits of 
the respective Ministries. 


2.3 Program Delivery Improvements Recommended, Farm Tax Reduction Pro- 
gram, Ministry of Agriculture and Food. The Farm Tax Reduction Program was 
established in 1970, and has been continued on an annual basis under the authority 
of a series of Orders in Council. Funds are provided by the Legislature to the 
Ministry of Agriculture and Food, although the administration of the program is 
carried out mainly by the Ministry of Intergovernmental Affairs. 


The objective of the program, as set forth in the 1979-80 Management by 
Results (MBR) book of the Ministry of Agriculture and Food, is “to reduce the 
burden of municipal and, in particular, school taxes on properties owned by On- 
_ tario residents . . . assessed as farms . . .”. The MBR further notes that “the present 
assessment system does not take into account that farms are usually land intensive, 
tesulting in unduly large education taxes.” Upon application, an annual grant of 
50 per cent of the municipal taxes is paid to an owner who certifies that the farm 
property is used in a farming enterprise, that not less than 50 per cent of the current 
taxes have been paid, and that farm products valued at not less than $4,000 are 
produced. For the 1979-80 fiscal year, total grants paid under this Program 
amounted to $46,540,950. 


18 AUDITOR’S REPORT FOR 1979-80 





The Debates of the Legislative Assembly (October 6, 1970) and a subsequent 
statement by the Minister of Agriculture and Food indicated that the Farm Tax 
Reduction Program was to be an interim step to ease the tax burden on farmers, 
pending the completion of a major long-term program of assessment and tax 


reform. 


A statement by the Ministry of Agriculture and Food in March 1976 (A 
Strategy for Ontario Farmland) confirmed that the policy “has been to relieve 
full-time farmers of the burden of real estate taxation on their food land”. It was 
the Ministry’s belief “that this policy will, over a period of years . . . return a 
substantial acreage of food land to food production”. 


The Report of the Special Program Review (November 1975) endorsed the 
policy of payment of 50 per cent of municipal taxes on farm lands as an acceptable 
interim measure, but recommended that “efforts continue to bring about an accept- 
able municipal assessment plan such that the Province can ultimately be relieved 
of the costs of the Farm Tax Reduction Program”. The Province, in its response, 
stated that this and other recommendations were related to proposals under review 
by the Commission on the Reform of Property Taxation in Ontario. 


The Commission on the Reform of Property Taxation in Ontario was estab- 
lished in May 1976 to review certain proposals concerning property taxation. One 
proposal was that farmland and farm buildings be assessed and taxed at 100 per 
cent of market value and the taxes be paid by the Province; farm residences would 
be assessed and taxed similarly to all other residences at 50 per cent of market value 
and the taxes paid by the owner. The Report of the Commission in March 1977 
concurred in the proposal concerning farm residences but, regarding farmland and 
farm buildings, recommended that the farmer pay 10 per cent of the resulting 
property tax and the Province pay the remaining 90 per cent. 


The Report noted that the operation of the current system, involving both 
property and income tax features, places farmers in a favourable position vis-a-vis 
other taxpayers and tends to result in inequities between farmers since many do 
not pay income tax. The Report gave the following hypothetical example of a 
farmer with a taxable income of $10,000 and liable to a marginal income tax rate 
of 33, per cent: 


Gross property tax 00 farm property ....4.-e eee 1,000 


Deduct: 
— grant received under the Farm Tax Reduction 
PO SEI aioli cd oes edad eee ee ee 500 
—- reduction of income tax ( gross property tax is deduct- 
ible from income, grant is not taxable) ..............0......... 330 
— income tax credit by way of the Ontario Property 
Tax Credit on occuparey costes (0.4.0 eee 80 910 


Net, after tax, out of pocket cost to farmer .......................... 90 


Using the example, the Report observed that, unlike other taxpayers, farmers may © 
legally receive an income tax reduction related to a $1,000 expense, when that 
expense was in fact no more than $500. The Report considered the fault to lie in 


‘ 


the design of the Farm Tax Reduction Program, in that the Program failed to take 
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account of an inadequacy in the Income Tax Act (Canada). 


As at the time of our review, the recommendations of the Report of the Com- 
mission had not been implemented and the situation portrayed by the foregoing 


example had not been altered. 


Comments and recommendations arising from our review of this program 


were as follows: 


Legislation 


a 


The Orders in Council have provided that a grant paid under the 
program is subject to recovery when the property ceases to be assessed 
as a farm by reason of its development for residential, industrial or 
commercial purposes within ten years. The person who owns the prop- 
erty at the time it ceases to be so assessed is required to repay the 
amount of the grant together with interest at the rate of eight per cent. 
We noted that the Ministry’s solicitor, prior to the establishment of 
the program in 1970, stated that there was no authority in The Minis- 
try of Agriculture and Food Act to provide an effective means of im- 
plementing this policy. The matter was also questioned in our Report 
for the year ended March 31, 1973 and referred to by a Judge of a 
County Court in 1975 in these words; “I expressed in very certain 
terms my disapproval of this type of legislation by Order in Council 
as contrasted with it being done by regulation, so that parties that 
might be affected would more readily find the relevant legislation in 
the Regulations”. 


More recently, in January 1979, legal counsel for a construction 
firm informed the Ministry of Intergovernmental Affairs that their 
client did not intend to repay $3,747 which had been demanded. 
Counsel had advised the client that they considered the Order in 
Council section to be ultra vires. Accordingly, we recommended that 
the situation with regard to the recovery of grants be addressed by 
the Ministry. 


_ Effectiveness 


} 


2 


We recommended that the objective of the program be restated to 
indicate the expected benefits of reducing the tax burden and to facili- 
tate the measurement of those benefits. We suggested that the pro- 
gram’s effect in the context of the extensive system of grants and 
subsidies from which the farmers receive financial assistance be 
studied to determine if, in fact, the tax reduction has any significant 
or worthwhile effect on productive capacity and costs. As previously 
mentioned, a Ministry statement has implied that an objective is to 
return a substantial acreage of land to food production. In our 
opinion, such an objective would be susceptible to measurement. 


Economy 


3; 


Since inception of the program in 1970, grants have not been made 
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where the municipal taxes on farm properties have been less than 
$20. Since both inflation and municipal taxes have increased substan- 
tially since 1970, we recommended that a more realistic minimum be 
set. From statistics for the 1978 Program, we noted that grants in 
connection with taxes ranging from $20 to $100 totalled in excess of 
$500,000. 


We recommended that consideration be given to redesigning the 
program so as to remove the inequities cited by the Commission on 
the Reform of Property Taxation. Since it was proposed and recom- 
mended that farm residences be taxed as are all residential properties, 
the owner of farm property should be responsible for this portion of 
his taxes as a minimum. In this regard, the Commission noted that 
currently, some owners of small parcels of land, with ofttimes costly 
dwellings, contrive the required farm production in order to enable 
them to receive a grant of 50 per cent of the property tax paid on 
their entire property. We noted that the situation has been partially 
addressed in that farm houses are now separately assessed as residen- 
tial where the owners themselves are not the farm operators. 


We recommended that consideration be given to restricting the types 
of eligible farming enterprises. Currently, for purposes of the pro- 
gram, a farming enterprise means the use of farm properties for the 
“production of plants and animals useful to man”. Accordingly, grants 
are being paid for some operations which are not always land in- 
tensive, such as mushrooms, bees and apiary products, nursery, floral 
and greenhouse products, poultry and poultry products, and fish. Al- 
ternatively, to emphasize the land intensive aspect, a minimum acre- 
age could be established. The Ministry of Intergovernmental Affairs 
recently carried out an investigative review of a number of properties, 
20 acres and under, for which grants had been paid under terms of 
the 1977 program. As a result of 1,554 enquiries, the Ministry re- 
quested 244 refunds totalling $50,988 because the 1977 requirement 
for a production value of $2,000 had not been substantiated. 


The required annual value of farm production was stated as $2,000 
in 1970 and increased to $4,000 in 1978 to reflect the change in the 
index of farm prices. We understand that the $2,000 production value 
was an arbitrary figure and not supported by statistics. While there 
may be a case for low income farming enterprises in some areas of 
the Province, we suggested that $4,000 is unrealistically low for an 
ongoing farming operation. In comparison, we noted that the Ontario 
Farm Productivity Incentive Program requires a gross agricultural 
income of at least $8,000 in order to be eligible. In summary, the 
current gross value figure ($4,000) appeared to be indexed to an 
arbitrary figure ($2,000), and therefore is itself an arbitrary figure. 


We were unable to determine the basis for the previously mentioned 
eight percent interest rate first established in 1970. We did not con- 
sider the rate to be appropriate in today’s market and recommended 
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that it be adjusted annually by linking it to the Province’s ten year 
borrowing rate. We were informed that this recommendation would 
be adopted commencing with the 1980 Program. 


Miscellaneous 


8. Ministry of Treasury and Economics Accounting Policy Instruction 
201.1 for Public Accounts Volume 3 purposes, stipulates that ‘‘other 
payments” including grants accumulating to $10,000 or more be 
listed by the recipient’s name and amount. This has not been the 
practice for recipients of grants under the Farm Tax Reduction Pro- 
gram. From a review of the 1978 program, we noted that nine firms 
had received payments in excess of $10,000 each and totalling 
$157,308. We therefore recommended that, in future, this informa- 
tion be compiled and reported for Public Accounts purposes, as re- 
quired by the Policy Instruction. 


The Ministry replied to our comments and recommendations as follows on 
March 6, 1980: 


Legislation: . 

I. “While the Interpretation Act permits a Regulation to be issued under 
The Ministry of Agriculture and Food Act, the latter provides only 
for the making of grants and not their recovery. Under the circum- 
stances, it would appear that legislation either in the form of a new 
Act or an amendment to The Ministry of Agriculture and Food Act 
would be required to ensure recovery of grants. 


Effectiveness: 

2. “While a separate report did refer to this Program as returning food 
land to production, its objective is to encourage the holding of land in 
agricultural production. Again we feel that it is an interim measure 
until the final decision has been made on Ontario’s Municipal Taxa- 
tion Policy. This is another reason why legislation for the program 
has not been introduced. 


Economy: 
3. “We will review the minimum taxation level. 


4. “We understand that dwellings are being separated from farm assess- 
ment where appropriate under The Assessment Act and that the 
Subsidies Branch of the Ministry of Intergovernmental Affairs ts 
drawing to the attention of the Assessment Branch, Ministry of Rev- 
enue, cases which would appear to warrant investigation. 


5. “Reviews are undertaken by the Subsidies Branch of small acreages 
to ensure that it is reasonable that the minimum value is being pro- 
duced. Many farming operations consist of several small properties, 
frequently adjacent to each other. Also, different types of farming 
operations require varying amounts of land. 


6. “Our policy is to keep the gross value of production high enough to 
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eliminate frivolous applications but low enough to encourage starting 
farmers, the aged and non-farming land owners to keep their land in | 
food production. We feel that the income required for the Ontario 
Farm Productivity Incentive Program is not really comparable. With- 
out a complex formula to determine what acreage should produce | 
what type and amount of crop (difficult for farmers to understand and | 
for us to administer) we feel the annual value of production approach | 
is the most feasible method. : 





7. “We intend to adopt the Province’s ten year borrowing rate in pro- 
grams for future taxation years. 





Miscellaneous: 
8. “The changes necessary to the computer program in order to separ- 
ately record payments of over $10,000 to individuals is being looked | 


into.” | 
| 


2.4 Multiplicity of Financial Assistance Programs, Ministry of Agriculture and 
Food. The Ministry’s policy statement of March 1976 (A Strategy for Ontario 
Farmland) indicated that a number of programs are required for the encouragement 
of agricultural production and the preservation of farmland. During the course of 
a review, we expressed concern that the proliferation of financial assistance pro- 
grams may have reached the point where the financial resources of the Ministry are 
not being allocated with due regard for overall effectiveness and economy. 


As an illustration of our concern, some of the major programs under which é 
farmer could be eligible for subsidies are as follows: 


— Farm Tax Reduction Program 
— Ontario Farm Productivity Incentive Program 
— Industrial Milk Production Incentive Program 
— Crop Insurance Program 
— Farm Income Stabilization Fund 
— The Tile Drainage Act Program 
A farmer may also benefit from grants to municipalities under The Drainage Ac 


($5,740,500 in 1978-79) and under some of the minor assistance programs suck 
as Grants and Subsidies re Livestock. 


With some exceptions, the Ministry’s costs of administering individual pro 
grams were not evident from the Public Accounts or the Management by Result 
(MBR) reports. 


We recommended that the Ministry periodically and formally review its finan 
cial assistance in the light of recently established programs such as Farm Incomy 
Stabilization and other federally funded programs with a view to ensuring tha 
financial resources are being allocated with due regard for effectiveness and eco 
nomy. We also recommended that wherever feasible, the direct administrative cost 
of each program be clearly identified in the MBR reports. If possible, such infor 
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mation should be used to develop efficiency measurements for delivery of the 


programs. 
The Ministry wrote to us on March 6, 1980 to advise that: 


“Many of these Programs are established by Legislation. Loans are no 
longer available under the Industrial Milk Production Incentive Pro- 
gram. 


“The true cost of administration is difficult to determine because a field 
staff employee may work on very many programs each day. We do not 
think it feasible to develop a cost recording system for our field staff — 
it would be extremely expensive. However, where direct administrative 
costs are readily identifiable they are reported in MBR’s.” 


2.5 Comments on Reorganization, Ministry of Community and Social Services. 
The Ministry has engaged in a massive program of reorganization during the past 
year, and considers the most important component of this reorganization to be the 
creation of the regional structure. This consists of regional and area offices in the 
two main service delivery divisions, Adults and Children’s Services, with the Adult 
Services Division including local offices. The third service delivery division is the 


_ Mental Retardation Services Division which includes 17 mental retardation facili- 


8 a 


ties, each of which has its own finance and administration offices. The stated inten- 


| tion of the Ministry is to integrate the three service divisions by 1982 and presum- 
_ ably this will involve further reorganization of personnel and offices. The Ministry 


hopes that through reorganization it can continue to strengthen community rela- 
tions and increase responsibility and decision-making at the regional and local 


_ levels. The Ministry’s goal is to provide improved service to the public and in the 


Jong run to reduce the waiting time of applicants for benefits, to respond more 


quickly to requests and to obtain a better understanding of local needs. 


Since decentralization of the Ministry was well under way during our current 


audit, we visited area offices in two of the four regions and certain local offices 
_ reporting to the two area offices. The objects of our visits were to carry out a brief 
_ Teview of the work done at area or local offices and to examine the source docu- 


ments for transfer payments within the program or activity selected for detailed 
audit. The following matters were noted: 


1. Since 1973, field offices have had the authority to issue replacements for 
lost Family Benefits Allowances (FBA) cheques and since January 1979 
they have had the authority to issue special emergency and adjustment 
cheques. Field workers sometimes get these cheques to deliver to recipi- 
ents, and we noted either no control over them or considerable variance 
in the control. We noted the following types of records of cheques for- 
warded to field workers for delivery: 


(a) a note of each cheque 
(b) the field worker’s signature 


(c) an unofficial receipt form 
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We recommended that the delivery of cheques to Family Benefit recipients — 


other than by mail be reviewed and that standard control procedures for 
the whole Ministry be established at the points where the field workers 
and the recipients receive the cheques. 


Field offices sometimes receive FBA cheques which cannot be delivered by 
the Post Office, although the instructions on the envelopes are that they 
are to be returned to the sender (i.e. head office). 


We noted that field offices did not cancel these cheques on receipt or be- 
fore forwarding to head office. We therefore recommended that all such 
cheques be cancelled in the field offices. We pointed out the advantage of 
two persons in attendance during mail opening, but area managers inter- 
viewed rejected this suggestion because of the extra staff requirements at 
such times. 


Area offices of the Children’s Services Division receive licence fees pay- 
able under various acts, such as The Day Nurseries Act. We noticed in the 
Barrie Area Office that the office copies of the receipts for such fees are 
placed in the applicable facility file. Verification of this revenue would 
therefore be difficult without a daily cash record. We recommended that 
procedures for the proper recording of revenue be issued for use in all 
field offices. 


Since the Ministry began to decentralize early in 1979, the area offices — 
established under the Adult Services Division are to receive the audited | 


financial statements of institutions for which they are responsible. We 
therefore contacted two area offices for this purpose and learned that they 
were receiving the statements of some institutions. However, we did not 
find any evidence that Ministry staff had reviewed the statements received, 


| 
| 


and learned from staff at the two area offices that they had received no- 
instructions as to what to do with the statements received. We recom- | 


mended that reminders be sent to all institutions failing to submit audited 
financial statements and that area offices be instructed as to their respon- 
sibilities in this connection. 


On August 6, 1980, the Ministry replied to our recommendations as follows: 


1. “Effective April 30, 1980 all Area Offices have implemented standard 


control procedures with regard to delivery and signing for replacement 
cheques. Regional Offices are ensuring that consistent internal control 
practices are developed within regions. 


. “Standard procedures for cancellation of cheques have been imple- 


mented in all Area Offices. 


. “A procedure, covering this item, is laid down in the Ministry Manual 


of Administration. The Ministry feels this is an omission in compliance 
rather than a systems weakness and will ensure adherence in the future. 


. “Area office managers have instructed program consultants to ensure 


that audited statements of funded agencies are on file and to notify 


} 
1 
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organizations who are delinquent in this respect of the legislative re- 
quirement. 


“The concern of the Provincial Auditor in the area of agency audited 
statements and the role of the licensed public accountant under the 
legislation administered by the Ministry is well founded. A somewhat 
parallel situation exists presently in the municipal field regarding the 
role of the licensed municipal accountant with the result the Ministry 
of Intergovernmental Affairs has initiated a comprehensive review of 
the whole topic. This Ministry is considering the undertaking of a 
somewhat comparable study for the private non-profit agency sector 
funded under its programmes.” 


2.6 Administrative Improvements Recommended Re Wintario Grants, Ministry of 
Culture and Recreation. Grants for Wintario projects, facilities and events totalled 
$62,194,050 in the fiscal year 1979-80. Guidelines have been developed in the 
Wintario Grants Manual to ensure the quality and uniformity of all Wintario re- 
lated activities. A recent audit included a review of the procedures pertaining to 
the payment of Wintario grants. 


Wintario grants for both capital and non-capital projects are based primarily 
on the estimated eligible project costs and matching private support. Payments on 
capital projects are advanced in instalments as the work progresses. Grants for 
non-capital projects are paid upon approval and are subject to adjustment when 
the actual eligible costs and matching support are determined. 


Capital Grants 
| The following were noted in connection with the calculation of Wintario 
grants: 


1. Wintario criteria state that fund-raising campaign expenses must be de- 
ducted from gross receipts as only the net proceeds will be matched. Our 
inspection audits revealed instances where the recipients had not complied 
with this requirement. We recommended that the ministry immediately 
circularize all grant recipients whose projects are not complete and whose 
donations are in excess of $25,000 in order to determine whether the 
reported matching private support includes fund-raising costs. We also 
recommended that the Request for Wintario Capital Grant Payment form 
be revised to indicate both gross donations and offsetting fund-raising 
costs. We were advised that the Ministry is taking action on these recom- 
mendations. 


2. The amount on which a Wintario capital project grant is based is deter- 
mined by deducting the estimated amounts of any other provincial or 
federal grants from the estimated cost of the project. These amounts are 
adjusted later to agree with the actual amounts. We noted cases where the 
Ministry branch responsible for payment did not contact either the grant 
recipient or the governmental agencies to confirm the actual amounts of 
the other grants. We recommended that this information be obtained for 
every grant. A revision to the Request for Wintario Capital Grant Pay- 
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ment form to include details of grants received and receivable would be a 
convenient method. The Ministry agreed to obtain this information and 
is considering revising the form. 


Wintario’s “non-dependency principle” states that projects funded by 
Wintario must demonstrate the existence of support for any ongoing costs 
from sources other than Wintario. From discussions with Ministry staff 
we determined that even if a project was not considered to be financially 
viable, it would still be funded by Wintario as long as all other criteria 
were met. Funding under these conditions makes possible the expansion 
of an organization’s facilities beyond the ability of its members to support 
it. As a result, operating costs would increase as would the need for mem- 
bers’ fees. If the fees payable by each member were to increase, an ulti- 
mate decline in total revenue could occur to the jeopardy of the organiza- 
tion. We therefore felt that the Ministry and the members of Wintario— 
support organizations would be best served by strict compliance with the 
non-dependency principle. The Ministry advised that this area is being | 
looked at much more critically. 


Donated land and buildings are eligible as private support for a project 
and in these circumstances valuation of the asset is important. We noted» 
that only one appraisal was used in each of five projects we reviewed for 
this condition. We recommended that more than one appraisal be obtained 
where a project involves donated land and/or buildings. We understood 
that more than one appraisal will be obtained in future. : 


The Request for Wintario Capital Grant Payment form requires the grant) 
recipient to itemize on a separate schedule all donations exceeding $50. | 

In three files examined we noted that donations of $202,981, $197, 020 
and $159,949 were supported only by declarations from the grant recipi-. 
ents that these amounts had been collected. We recommended that all. 
grant recipients be required to provide adequate documentation to sub- 
stantiate the donations they are claiming as matching private support. | 
The Ministry stated that this information will be available in future. 


We noted two cases where profit-oriented curling clubs, which would have, 
received no Wintario grants, were incorporated as non-profit organizations 
and thereby became eligible for grants. The change from a profit to a 
non-profit organization involved virtually no change in the scope of opera- 
tions, the source of operating funds or the personnel involved. The facili- 
ties of the two clubs were considered by the Ministry of Labour to be 
structurely unsafe, necessitating expenditures in order to allow the con- 
tinued operation of the clubs. The following is an analysis of the costs. 
and payment responsibilities involved in the two projects. 
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Project #1 Project #2 
$ $ 
Projectscosts vat stine.of approval) ech cwescdheacboccse, 735,458 382,000 
Less: Donated land and building (at appraised 
value) requiring no cash outlay ................ 345,000 133,600 
Gross cash Outlay o....cccccccssssssssssesessesescesseceeeccsece 390,458 248,400 
PSS McALIO UCIT ANT a eRe ue kee des 378,725 209,659 
INCL OCHS GOUUIA VAR ete re mie hn tenet Tico .k illu 5 11,733 38,741 











By changing from a profit-oriented to a non-profit organization the former 
shareholders, by donating the land and building were able to reduce their 
cash outlays by $378,725 and $209,659, being the amount of the Wintario 
grants. The Ministry’s position in this matter was as follows: 


¢ 


‘. . . In accordance with the direction of the former Minister 
when this Ministry responded to the Ministry of Labour’s clo- 
sure of arenas and curling clubs under The Industrial Safety 
Act, some leniency was required to ensure that such ice facili- 
ties be continued to be made available. As the profit oriented 
curling clubs were the only such recreational facilities in the 
area and as the change from profit to non-profit status was 
deemed to turn such facilities from the private to the public 
domain, special considerations were made in accepting the pro- 
posals in turning the value of the facilities over from the share- 
holders to the public.” 


Similarly, a church, by setting up a new non-profit organization and do- 
nating land and building, was able to obtain $91,805 more in grants than 
if it had applied in its own name. The church and the non-profit organiza- 
tion conducted the same operations both before and after receiving the 
grant, with the operating costs being funded by the United Way. 


We understood that the Ministry does not require the applicants for Win- 
tario grants to obtain tenders from more than one contractor for construc- 
tion or renovation, or to award contracts based on the lowest tender. We 
noted that the following estimates were obtained for the building project 
of one grant applicant: 





Contractor Amount of Estimate 
$ 
1 563,000 
2 571,500 
3 815,000 (1) partial 
basement 
3 927,000 (2) full basement 


The applicant chose the highest estimate and the amount was finalized at 
$1,172,953. We therefore recommended that the Ministry require the 
grant recipients to obtain formal tenders on construction contracts and to 
give reasons for the contractor selected. The Ministry indicated that the 
recommendation will be borne in mind in developing the criteria for the 
introduction of the new program. 
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Wintario Grant Criteria . 
The Wintario “accessibility principle” is a statement that the benefits of Win- 

tario supported projects are intended to be available to the general public. It is 

open to question whether this principle can always apply in the following cases: 


— ethnic centres, 
— private sporting clubs, 
— employee fitness centres in private corporations. 


We understand that the Ministry does not follow up after the project is operational 
to determine whether or not public accessibility and/or participation has been 
realized. Grant recipients are not xequired to submit a report indicating the degree 
of public participation and the Ministry generally only follows up on situations 
where there have been complaints about inaccessibility. Public participation can bem 
limited or effectively discouraged by making the facilities available only at times 
which are inconvenient to the public or by having costly membership or initiation 
fees. We recommended that the Ministry require grant recipients, especially in — 
situations where public accessibility is not readily apparent, to report on the extent 
of public participation. The Ministry stated that steps are being taken with the 
hiring of an Evaluation and Information Officer in the Capital Support Unit to 
ensure that this follow up takes place on a formalized regular basis. 


The criteria indicate that Wintario will share up to one-half of the total capital 
project cost in northern and eastern Ontario and up to one-third in the rest of the | 
province, after any other provincial or federal grants have been deducted. These | 
divisions do not recognize the size of the population in the immediate area of each 
project. For example, projects in the larger centres of population such as Ottawa, | 
Peterborough, Sudbury and North Bay, which have a larger base from which to | 
draw private support, receive one-half Wintario sharing while many smaller centres — 
of population receive only one-third Wintario sharing. A more equitable distribu- . 
tion of Wintario support would reflect several factors rather than one based strictly | 
on geographical locations. We understood that a more equitable distribution will 
be incorporated in the new capital program. | 


{ 
i 


The foregoing comments were reviewed with officials of the Ministry. How- | 
ever, no formal memorandum had been issued as at September 30, 1980, the date. 
of this Report. Therefore, we are unable to present the Ministry’s views on the, 


subject matter. 


' 
\ 
t 


2.7 Comments on Management and Delivery of Energy Conservation Program,) 
Ministry of Energy. During the year, we completed a detailed review of the’ 
Ministry’s Energy Conservation Program. The purpose of this Program, as described 
in the 1979-80 Estimates, is to reduce the rate of growth of demand for energy by | 
inducing efficient and non-wasteful energy utilization. Delivery of the Program, to-’ 
gether with the Renewable Energy Program, is the responsibility of the Ministry’s 
Conservation and Renewable Energy (CARE) Group. | 


Energy Conservation Program expenditures, in millions of dollars, for the last 
three fiscal years are shown below: 
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Budget Actual 


$ $ 
POR TST RUNG Pine Eee be Yok wif, 4.6 3.0 
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| 17.2 12.5 
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As is apparent, total expenditures for the three years were substantially less than 
the budgeted amounts, even after taking into consideration constraints of $1.4 
million, $.5 million and $.3 million respectively placed on this program by Manage- 
ment Board of Cabinet. A similar situation of greater magnitude was noted in con- 
‘nection with the Ministry’s Renewable Energy Program. These underexpenditures 
‘Tepresent failure to generate much of the planned activity for the programs. 

} 

General Summary 





| Based on observations made during our review, in our opinion, staff of the 
CARE Group were diligent and keenly interested in the success of the Energy 
Conservation and peacrable Energy Programs. Projects undertaken can be classi- 
fied as “value-for-money” since resulting energy costs avoided have the potential 
‘to recapture and exceed project costs within a reasonable period of time. 


On the other hand, the proverb “Biting off more than one can chew” may well 
be applicable to the CARE Group circumstances. During our review, we perceived 
a lack of sufficient program planning and evaluating. These problems, in our 
opinion, were mainly attributable to: 


| 
| 


| (1) the lack of necessary staff to undertake current programs; 

(2) the undertaking of additional responsibilities, i.e., the Canada/Ontario 
Agreement and “Energy Security for the Eighties: A Policy for Ontario”, 
when current programs were inadequately staffed. 


j 


Terms of Reference 


Terms of Reference or Statement of Mandate is essentially a communicating 
document. It is the formal and approved expression of the long-term thrust of an 
organization, to which decisions at all levels of management should conform and 
contribute. It keeps before all managers the defined purpose of the organization, 
provides a background for strategic planning, and serves as a checklist for the 
validity of decisions. Clearly stated terms of reference therefore enhance the effi- 
ciency and effectiveness of an organization. 


ii 


The Assistant Deputy Minister, Conservation and Renewable Energy, advised 
us that there is no explicit statement of terms of reference for the CARE Group. 
However, the principal framework within which the Group works is set out in 
Numerous Cabinet submissions. 


We recommended that in order to improve the efficiency and effectiveness of 
the CARE Group, consideration be given to establishing a clear statement of terms 
of reference. 
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Staffing 

In its 1979-80 Estimates submission, the CARE Group identified a problem 
of imbalance between funds available for planned projects and base staff adequate 
to manage them. A request to transfer funds from other standard accounts to 


Salaries and Wages was deferred subject to later review. 


Subsequently, an agreement was reached with the Federal Government on 
May 16, 1979 for a five-year, $58 million, 50:50 cost-sharing arrangement for the 
development and demonstration of energy conservation and renewable energy 
technologies. Ontario’s share for 1979-80 was estimated at $1.5 million, although 
specific projects and related costs had not been developed or defined at the time 
of the agreement. A management plan for implementing the agreement was de- 
veloped by a management consultant at a cost of $27,800. As part of the study, 
the consultant confirmed the existing staff of 21 was insufficient for current projects 
and recommended additional staff to support current program efforts and under- 
take projects under the agreement. 


Subsequent to the study and development of this management plan, the 


Minister issued a Government position paper entitled “Energy Security for the — 


Eighties: A Policy for Ontario”. The objectives and goals outlined in this docu- 


ment supplemented and strengthened those established for the conservation and | 


renewable energy programs. 


In October 1979, a Ministry submission to Management Board of Cabinet 
included a request for an additional 38 staff for the CARE Group to meet the 
current needs of: 


— the existing programs 
— the Canada/Ontario Agreement 


— the Government policy set out in “Energy Security for the Eighties”. 


However, only 16 staff additions were approved in November 1979 by Manage- © 


ment Board of Cabinet, with the understanding that further staff for 1980-81 
would be subject to the report of a Ministry/Secretariat Resources Planning Task 
Force. 


In February 1980, consultants to the Task Force recommended a further 17 


staff, and approval was received from Management Board of Cabinet. The staff | 


ceiling for the CARE Group totalled 54 at March 31, 1980. 


We noted with concern that at March 31, 1980: 
— The CARE Group staff was 21, the same number with which the 1979-80 
year was started and found to be inadequate for current needs. 


— After constraints, the budgeted expenditure of the Energy Conservation 
Program was substantially underspent by $1.6 million. The Renewable 
Energy Program would also have been substantially underspent but for 


{ 


\ 
\ 





{ 
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an approval on March 25, 1980 by Management Board of Cabinet to : 


reallocate budgeted funds of $750,000 for a loan to the Ontario Energy | 
Corporation to make capital funding available to the Ontario Research | 


Foundation for solar panel collector testing. | 


) 


f 
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— The only amount approved and claimed in regard to the Canada/Ontario 
Agreement was $13,940. However, on March 20, 1980, a listing of 27 
current program projects was discussed with the Federal Government and 
an agreement reached to submit formal proposals on seven. 


We were of the opinion that, without adequate staffing, the chances of ambitious 
programs such as Energy Conservation achieving any demonstrable degree of suc- 
cess are greatly diminished. 


| Program Planning and Evaluating 
GOAL 





| The Energy Conservation Program goal is “to contribute to the reduction in 
the annual rate of growth in measured energy consumption to no more than 2 per 
‘cent overall, and to zero per capita for petroleum, by 1985”. According to infor- 
mation received from the Strategic Planning and Analysis Group of the Ministry 
of Energy, Ontario’s average annual total primary energy (for example, crude oil, 
natural gas, coal) growth rate for the five-year period 1974-78 (1978 consump- 
‘tion estimated) was 2.4 per cent. While a significant portion of the program goal 
‘appeared to have been already achieved, this could have resulted mainly from 
‘such factors as the economic down-turn, escalating energy prices and conservation 
‘actions initiated by other organizations and governments. Because of these and 
other external influences which impact on the growth in energy consumption, the 
effectiveness of the Energy Conservation Program would have to be determined by 
the success with which the various projects within the Program achieve their ob- 
jectives. Further comments in this regard are made in the Management by Results 
portion of this section. 


| The Ontario Energy Review, published by the Ministry of Energy in June 
1979, shows Ontario’s primary energy consumption sources in 1978 as: 


% 
OW EF PES a Ee Speech pene) Ae ae EN a RT ga 40.7 
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Crude oil and natural gas accounted for 63.1 per cent of primary energy consump- 
‘ion. A summary of this consumption by sector follows: 


| Sector Crude Oil Natural Gas 
% % 

| PEAnSpOLatlOnerower et de eh wy) — 

| residential eae) ee eee, laa ek 17 21 
STs TIA a hee oe NE ag 12 aD 
Refinery use and non-energy products _. . 12 — 

| Commercial! (RW Ee teee os 4h .0 70 4 24 


The Ontario Energy Review also reported that: 


| — In 1978 the increase in crude oil consumption was in the order of 4 per 


} 
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cent over the previous year. Since 1970, consumption for transportation © 
and for non-energy products has been growing steadily. However, the 


combined requirements of the Industrial, Commercial and Residential 
Sectors have declined. 


__ Since 1974, Ontario’s natural gas consumption has grown only slightly 
and has perhaps even begun to decline a little. 


We noted that individual project expenditures did not bear a related emphasis 


to Ontario’s crude oil and natural gas consumption by sector. Although the bulk 
of project expenditures related to the Commercial Sector, total consumption of 
crude oil and natural gas by this sector is small in comparison to consumption by 
other sectors. 


Since primary energy growth rates can be determined from statistics presented 
by Statistics Canada, we recommended that Energy Conservation Program goals be 
stated by primary energy source and by sector, showing the target reduction in 
erowth of each source. A direction would therefore be established for the focusing 
of CARE Group resources on those specific energy sources which are being heavily 
consumed and in short supply. Projects couid then be planned and undertaken 
which would have the most significant and immediate effects on the program goals. 
As previously mentioned, the effectiveness of the Energy Conservation Program 


would have to be determined by the success with which individual projects achieve | 


their objectives. 


MANAGEMENT BY RESULTS (MBR) REPORTING 


MBR is a program management system, established by Management Board 
of Cabinet, which places the emphasis on results in the management cycle of plan- 


ning, executing and controlling. MBR reports for the Energy Conservation and 
Renewable Energy Programs containing program, activity and sector goals as well 
as expected results for the year ended March 31, 1980 have been submitted, as 
required, to Management Board of Cabinet. However, another requirement is that 


actual results for the year should be reported within the first quarter of the follow- 


ing year along with explanations for significant deviations from expected results. At 
the time of our review, this had not been done for either of the years ended March 
31, 1979 or March 31, 1980. We felt that this situation resulted from the lack of a 
formal procedure for project review. 


We recommended that a formal procedure for project review be established, 
whereby findings and conclusions are evaluated and compared to planned results 
as set out in the MBR. 


Energy Conservation Projects Activity 
GENERAL 


| 
! 
| 
| 
| 
| 


| 
I 
i 
{ 
} 
| 


' 
| 


Expenditure of the Energy Conservation Projects Activity of the Program for. 


fiscal years 1978-79 and 1979-80 is summarized as follows: 


i) 
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Original 
Expenditure Budget Expenditure 
Projects 1978-79 1979-80 1979-80 
$ $ $ 

US UE PSRs cae gs. Con Ce pp et 221,894 515,000 708,521 
GNI oe ao eine tie 2,142,971 5,110,000 Par W NS Pa Re 
su EAA eee ein ere of mcrae tind te nein leas 126,11) 105,000 1,380 
MEISDOFLAUION, soni Succagas.cksdodenapdinowbectey oat 193,675 185,000 476,466 
Mean LIEVEIOPMICNt 5g, soccscndceaeerserie corse ess 238,064 370,000 174,755 
BTINUHICATIONS 2, eer TR Oreo — 205,000 479,068 

| LS eNO ONTY (ine CATE Nery ns Mo eee RELA 3,114 75,000 97,629 
| 3,488,435 6,565,000 4,756,952 





| A major portion ($3.1 million) of the 1978-79 expenditure was spent by 
jeleven other Ministries and recovered from the Ministry of Energy. For 1979-80, 
,the estimated expenditure allocated to other Ministries was about $5 million and, 
at March 31, 1980, thirteen Ministries recovered expenditure totalling $3.5 million 
from the Ministry of Energy. 


The 1979 Annual Report of the Ministry of Energy indicated some energy 
conservation and renewable energy projects and activities being done independently 
of the Ministry by various Ministries. For consistency and disclosure in the Public 
‘Accounts of Ontario, we felt that the expenditures of these projects should also be 
charged to the Ministry of Energy. 

\ 

(COMMERCIAL SECTOR — ONTARIO GOVERNMENT BUILDINGS 


In October 1976, with respect to the Energy Conservation Program, Cabinet 
required that the Ministry of Energy coordinate a five-year project to promote the 
improvement of energy utilization in existing public sector buildings, with an ob- 
jective to achieve after five years a 15 per cent reduction in total energy use. 


f 


In February 1978, Management Board of Cabinet approved the establishment 
‘of an energy conservation staff group in the Ministry of Government Services to 
perform administrative, planning and record keeping functions to achieve the re- 
sults specified by Cabinet. In March 1978, a multi-year plan, in 1977 dollars, was 
approved by Management Board of Cabinet. Highlights of the plan were: 











Reduction in Energy Total 

Area of Rate of cost project 
Year implementation Consumption avoided __cost 
! (millions of % (millions (millions 
square feet) of $) of $) 
1976- RTT TTR. ste Rips t hs ate a StS 2.00 is 7 1 
ara a el etl ech laa Ne 4.50 2.2 : ; 
TS RS CR 9.75 4,3 1.4 4.9 
IN Se A Short ok) ek he ti ec He 9.75 4.3 2.3 4.9 
RE tet COU Na ales ho 9.00 2.9 a2 3.9 
35.00 1522 ad 173 


| 
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| Expenditure for this one project charged to the Ministry of Energy by the 
Ministry of Government Services in 1978-79 totalled $1.9 million, or 54.3 per cent 
of the Energy Conservation Projects Activity. Originally, estimated expenditure for 
| 


| 
} 
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1979-80 was $4.0 million or 60.6 per cent of total estimated project activity ex-— 
penditure. Revised estimates called for an expenditure of $3.6 million. At March 
31, 1980, charges transferred to the Ministry of Energy amounted to $1.9 million 
or 39.6 per cent of all project activity expenditure. 


Our observations and recommendations on the CARE Group coordinating 
function for this project were: 


(1) The role and involvement of the responsible official was unclear. We 
recommended that written job procedures be established. 


(2) The multi-year plan had not been updated to reflect achievements, nor 
had targets been revised for those buildings/Ministries which have al- 
ready attained the five-year target. In this regard, we were recently ad- 
vised by the Assistant Deputy Minister, Conservation and Renewable 
Energy that a new multi-year plan was in draft Cabinet Submission form. 


(3) Energy cost avoidance to fiscal year 1978-79 was reported by the Minis- 
try of Energy as $7 million and the cost of the program in the same 
period as $3.4 million, the overall payback being two to one. We noted, 
however, that statistical reports on energy consumption by Ministry 
building, which were used to determine the $7 million savings, were re- 
ceived from the Ministry of Government Services without any inde- 
pendent assurances as to the accuracy of the information provided. We 
recommended consideration be given to accompanying such reports, on 
a test basis, by a certificate from the internal audit group attesting to 
their accuracy. 


RESIDENTIAL SECTOR — THERMOGRAPHY AND HOME ENERGY 
AUDITING PROJECTS 
In October 1976, Cabinet additionally required the coordination of the efforts 
of the Province and the municipalities through a Province-wide program of home 
energy auditing and remote heat-loss sensing. In this regard, the Ministry of Energy | 
undertook four homeowner energy conservation pilot projects. The projects were 
of two types: 


tures) indicating heat escaping from the attics of their homes and re-- 
ceived expert advice in identifying heat loss problems and possible. 
solutions. 


| 
(1) At thermography clinics, homeowners viewed aerial thermograms (pic- | 
| 


(Thermography information projects were carried out in Lindsay and 
Stratford in May 1977 and March 1978 respectively. ) | 


(2) Computer analyses of questionnaires completed by homeowners on the 
characteristics of their homes provided estimated costs of suggested im- 
provements and what their energy dollar savings would be if the im-) 
provements were made. 


(Computer home analysis projects were held in Brockville and Lindsay 
in November 1977 and June 1978 respectively. The questionnaire used’ 
in these two projects was provided by the Federal Government.) | 
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Total cost, excluding Ministry staff salaries, of the four projects was approximately 
$52,500. 


Subsequently, a consultant was retained at a cost of $50,000 to measure the 
effectiveness of all the pilot projects in generating conservation action. The ob- 
_jectives of the study were: 





(1) To evaluate the relative effectiveness of the various types of energy con- 
servation projects conducted by the Ministry of Energy; 


(2) To evaluate the relative effectiveness of energy conservation projects 


conducted by the Ministry of Energy compared with projects conducted 
in Ontario by the Federal Government; 





(3) To provide directional guidance for the development or refinement of 


| future Ontario Government home energy conservation projects. 
} 


_The research looked at 9 communities grouped into 3 panels: 


\ 
i 


Panel 1 — 3 communities where both the Ministry and the Federal Govern- 
ment ran projects. 


Panel 2 — comparable 3 communities where only the Federal Government 
ran projects. 


Panel 3 — 3 more comparable communities which received no government 
project treatment and were exposed only to background media 
and commercial stimulae. 


Study conclusions indicated that the return in fuel savings was between $3 and $4 
for every $1 spent, excluding Ministry of Energy staff salaries, on the pilot projects. 
No mention was made in the report as to whether these savings were between 
Panel 1 and Panel 2 or Panel 1 and 3 (refer to the previously stated objectives 1 
and 2 of the study). The Advisor, Residential and Consumer Conservation, re- 
‘cently told us that the reported saving was between Panel 1 and 2 and that it was 
‘due to two effects: 


(a) people undertaking more conservation activity; 


(b) people doing a better job of what they did (e.g. proper attention to 
ventilation). 


He further stated that the results of the comparison of Panel 1 and Panel 3 were 
somewhere in the study methodology. Because there was no government project 
treatment in Panel 3, and since the Panel 2 comparison indicated $3-4 fuel savings, 
we believe that Panel 3 results should be even higher than Panel 2. Therefore, from 
an effectiveness point of view, Panel 3 results should be the more meaningful 
measure and should also have been reported. 





{ 


We recommended that when effectiveness evaluations are carried out, the 
responsible Ministry official should prepare a summary of the strengths and weak- 
nesses of the study and comment on the validity of conclusions reached. Addi- 
tionally, the official should ensure that reported results are properly qualified. 


| In February 1980, the Ministry’s policy proposal on a Province-wide delivery 


| 
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of thermography and home energy analysis was approved. Estimated cost of the 
project, in 1979 dollars, over a five-year period to 1985 was $4.9 million, includ- 
ing $546,000 for the purchase of special equipment. The Ministry expects, when 
the proposed project is completed, to have assisted 175,000 homeowners in making 
their homes more energy efficient with resultant savings in energy the equivalent 
of 20 million gallons of fuel oil annually. We understood that progress towards the 
achievement of the program’s objective will be monitored through effectiveness 
evaluations. Also, a monitoring program will be set up to make sure the projects 
are continuing to provide a useful service to homeowners attending information 
clinics. 


Success of the Lindsay, Stratford and Brockville projects and the $3 and $4 
fuel savings in the first year for each project dollar spent were referred to in the 
proposal. Success of the combined thermography and home energy analysis tech- 
niques carried out subsequently in Peterborough, Kingston and St. Catharines was 
also mentioned. The proposal indicated that the program did not duplicate the 
intent or functions of existing organizations and complemented the existing Federal 
Government’s Canadian Home Insulation Program (CHIP). 


We seriously questioned this statement since: 


(a) The Federal Government’s questionnaire “Enersave for Home Insula- 
tion”, which can currently be obtained by anyone calling a toll-free 
Heatline, provides for a computer analysis of information given by home- 
owners. Recommendations on fuel-saving measures, the estimated pay- 
back period and advice on how to get financial assistance are supplied _ 
in the analysis. 


Any group, agency or company, can, in cooperation with the respective 
Branch of the Federal Government, provide Enersave questionnaires in | 
bulk to its members, employees or clientele. 


(b) The Federal Government’s CHIP program includes an application for | 
the Enersave questionnaire, but this is not a prerequisite of obtaining the | 
CHIP grant. | 


It was our opinion that the home energy analysis (questionnaire) component of 
the Ministry of Energy policy proposal is essentially a duplication of the primary 
service of the Federal Government’s Enersave for Home Insulation Programs. 
Additionally, the thermography component of the proposal could have been co- 
ordinated with the Federal Government’s Enersave program. | 


eh Ce Cee 


i 
J 


We felt that final approval for a project such as this should be based on full — 
information. Accordingly, we recommended that the implementation of the project’s 
home energy analysis component be reevaluated. | 


{ 


We were recently advised by the Advisor, Residential and Consumer Conser- © 
vation, that initial overtures to the Federal Government to cooperate in the use of | 
the Enersave questionnaire were received with the position taken that any Ontario 
program would have to be, and be seen to be, secondary to the Federal Enersave © 
Program. This was found to be unacceptable to the Ministry. However, there now , 
appears to be a willingness on the part of Federal officials to cooperate and this | 
will be pursued. | 
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- Other Matters 


| Section 50.4.16 of the Ontario Manual of Administration requires that, upon 
completion of each consultant’s assignment, a confidential written performance 
| evaluation is to be prepared. Our review of several completed project files indi- 
cated that no performance evaluations had been prepared. The Assistant Deputy 
Minister, Conservation and Renewable Energy, subsequently instructed his staff to 
comply with this requirement. 


We recommended that when such performance evaluations are prepared, 
_ copies be sent to a designated area of the Ministry. Centralized information on the 
_ past performance of consultants would be beneficial to other sections of the Minis- 
' try when the services of consultants are needed. 





Project files examined did not indicate the status of consultants’ recommenda- 
tions. Information in this regard had to be obtained from the CARE Group official. 
We recommended that at the completion of each project, a report be prepared and 
placed on file on the status of each recommendation made by the consultant. We 

felt that this procedure would formally finalize accountability for the project. 


Ministry policy requires that at least one performance appraisal is to be pre- 
pared each year for each employee. According to information received from the 
_Ministry’s Administrative Officer, performance appraisals had not been prepared 
during the period January 1, 1979 to March 31, 1980 on two key employees of 
the CARE Group. We were of the opinion that compliance with Ministry policy 
Is necessary to ensure an efficient and effective organization. 


On September 24, 1980 the Deputy Minister of Energy wrote to advise us 
| that: 


“Many of your recommendations are quite helpful to the Ministry’s oper- 
ation and are being adopted immediately. However, there are one or two 
areas where your staff have made observations that require clarification. 
Given this I hope to be able to get back to you by mid-October.” 


2.8 Recommendations for Improvements in Economy and Reporting of Effective- 
‘ness, Ministry of the Environment. The Environmental Approvals and Land Use 
Activity of the Ministry’s Environmental Assessment and Planning Program in- 
cludes the functions of the Industrial Approvals, Municipal and Private Approvals, 
Land Use Coordination and Special Studies, and Environmental Assessment sec- 
tions of the Environmental Approvals Branch. Total activity expenditures in the 
1979-80 fiscal year were approximately $2.0 million (1978-79 — $1.8 million). 
| The ensuing comments and recommendations resulted from a recent Ministry audit. 


JI. Industrial, Municipal and Private Approvals 

The Industrial Approvals and Municipal and Private Approvals sections of 
‘the Environmental Approvals Branch administer The Environmental Protection 
‘Act and The Ontario Water Resources Act in respect of pollution control require- 
‘ments for industries, municipalities and private individuals. The main duties of 
‘these sections are to process applications for approval of plans or programs for 
collection, transmission and treatment of industrial wastes, and for the installation 
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of water and sewage systems serving the municipal and private sector. A staff of 
26 processed approximately 1,000 Industrial Approval and 4,000 Municipal and 
Private Approval applications (excluding renewals) in the year ended March 31, 


1980. 


The Environmental Protection Act outlines the Branch Director’s responsi- 
bility for approving plans and specifications and obtaining other information from 
applicants. We noted that branch personnel may also provide advisory and tech- 
nical services at early design or conceptual stages, and may inspect or review 
major treatment installations as to efficiency of operations. 


We understood that consideration has been given to prescribing fees for Cer- 
tificates of Approval. In addition, we felt that consideration should be given to 
assessing fees in those cases where extensive consultative services are provided by 
staff. 


Staff time is recorded in a register, but a summary of time by project or other 
classification is not prepared in the Industrial Approvals section. We were of the 
opinion that this data is necessary in a results oriented approach to program man- 
agement. With such data, it may also be possible to consider the economics of 
engaging outside engineering services for specific projects or to alleviate peak work 
periods. 


2. Land Use Coordination and Special Studies 

The objective of the Land Use Coordination and Special Studies section is to 
ensure that environmental safeguards are incorporated into land use policies and 
programs at all levels of government and the private sector. This section reports 
and makes recommendations which may be incorporated in Official Plans, strategic 
land use plans and other official documents. 


The staff complement of this section is 7. However, much of the work is per- 
formed in Regional and District offices of the Ministry. Approximately 11 em- 
ployees work substantially full-time in Regions, and several work part-time in the 
Districts, on land use matters. These employees report to Regional Directors, and 
deal directly with the Ministry of Housing on routine matters. 


Data was not available within the section on the volume of matters dealt with, 
e.g. number of Official Plans; number and types, and disposition of recommenda- 
tions, etc. We felt that such information would be useful for assessing the effective- 
ness of the program and for exercising greater functional responsibility over work 
performed in Regional and District offices. We noted plans to utilize word pro- 
cessing equipment to record staff time (Toronto) according to project. It may also 
be possible to utilize the equipment to record the above additional information. We 
therefore recommended that this matter be reviewed. 


The section conducted an “Experience ’78” project to monitor the effective- 
ness of the land use planning process, in which a selection of files was reviewed by 
a summer student. The report, dated August 1978, noted that the major overall 
problem was the general nature of reports and the lack of a standardized format 
for reporting. It also noted examples of inconsistent application of guidelines 
among Regions, and absence of written guidelines to substantiate comments on 
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some less frequent areas of concern (e.g. stormwater run-off; lake capacity; buffer- 
ing; and odours). We understand that additional guidelines are being prepared and 
that the Handbook for this program is being revised. We recommended that the 
Handbook contain instructions or guidelines for a more formalized, consistent 
format for reporting. 


The Ministry subsequently responded to our comments and recommenda- 
tions as follows: 


“We are attempting to develop the basis for a unit cost system which 
would facilitate the charging of appropriate fees for environmental ap- 
provals in the future. 


“It was previously recognized that there was a lack of information on 
the land use planning activities of the Ministry. To correct this situation 
a data collection and monitoring system is being developed in consulta- 
tion with the regions. 


“The revised Land Use Plan Review Handbook, which is being printed 
now, should help in achieving more consistent responses to land use 
planning. referrals.” 


2.9 Matters Related to Performance Measurement and Efficiency of the Central 
Collection Services Activity, Ministry of Government Services. We recently com- 
pleted a detailed review of the Collection Services Activity of the Ministry of Gov- 
ernment Services. The objectives of this review included an assessment as to the 
appropriateness of procedures being used to report on the effectiveness of Central 
Collection Services (CCS), and an assessment of matters related to the efficiency / 
economy of CCS operations. 


Background 

CCS is the only agency which ministries are authorized to engage for the 
purpose of collecting overdue accounts receivable. Functioning on behalf of minis- 
tries, on a request basis, the agency’s role, as established in the Ministry of Treasury 
and Economics Accounting Policy Statement number 504, is to: 


— evaluate the accounts which, following concerted efforts (at least three 
collection attempts within three months of original billing date), ministries 
have been unsuccessful in collecting; 


— use its expertise to maximize collection of debts owed to the Province; 
— transfer to ministries the funds so collected; 


— return to ministries those accounts which are uncollectable. 


Collection services are not applicable in respect to amounts owing under Cost 
Sharing Agreements with Canada. 


At June 30, 1980, there were 6,666 accounts totalling about $5.1 million 
being administered by CCS. Of these accounts, 3,003 amounting to about $1.8 
million had been referred to four private collection agencies and 438 accounts for 
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about $1.3 million had been sent to the Legal Branch of the Ministry. During the 
period April 1979 to June 1980, 1,956 accounts totalling about $.5 million were 
recommended for write-off by CCS. Collections during this period were about 
$2.3 million. 


In reviewing their operations, senior CCS management was concerned with a 
number of problems, including the backlog of accounts, slow turnaround time and 
decreased collections during the 1978-79 fiscal year. Consequently, in February 
1979, a study costing approximately $19,000 was initiated through a management 
consulting group to identify means for improving the effectiveness of CCS. Study 
recommendations implemented by CCS included: 


(a) use of private collection agencies in certain cases, for example, peak 
periods and difficult situations. (Private collection agencies are now being 
used on an ongoing basis. ) 


(b) more personal contact by telephone with less emphasis on letter collec- 
tions. 


Improvements to CCS operations also came from CCS initiatives in working 
with the Ministry systems group to develop better methods and procedures. This 
resulted in a procedure manual and a system of measuring collection performance 
by individual collector. Additionally, CCS has contacted various ministries to in- 
form them of the services provided and the recovery results achieved. 


General Summary 


In our opinion, Central Collection Services is staffed with energetic, hard 
working personnel. Although collectors on staff are not required initially to be 
trained and experienced in collection methods, this weakness has been addressed 
by the manager in training sessions, and by a workshop for collection officers given 
by a business college. 


The only important indicator of CCS performance presently being used, in 
our opinion, is the ratio of collections to total expenditures. Our analysis of the 
ratio revealed that, due to certain deficiencies, it presently cannot be relied on as 
a valid performance indicator. Corrective action required would include: 


(a) More vigorous collection efforts by the Ministry of Colleges and Univer- 
sities before Student Award accounts are transferred to CCS. 


(b) Exclusion of collections made by private collection agencies from the 
calculation of the ratio. Separate reporting of these collections and re- 
lated fees, over a period of years, would allow CCS to study alternatives, 
based on a comparison of their own efforts to private collection agencies. 


Implementation of many recommendations made by the management con- 
sulting group as well as other actions undertaken by CCS on their own initiative 
have, in our opinion, improved the efficiency of CCS operations. Observations and 
recommendations related thereto, detailed subsequently, were provided with a 
view to bringing about further improvements. Our principal recommendations in 
this regard are summarized as follows: 


1. CCS consider the economics and feasibility of having private collection 
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agencies use their own legal services, as appropriate, to pursue the collec- 
tion of accounts; 


2. CCS review their established procedures and consider the feasibility of 
substantially reducing the maximum period of time before stronger col- 


lection action is taken, such as referring accounts to the Legal Branch or 
private collection agencies; 


3. CCS consider the economies of requesting ministries to route delinquent 
accounts between $25-50 through CCS, with CCS acting as a conduit, for 
immediate transfer to private collection agencies; and 


| 4. Consideration be given to a policy for charging interest on overdue ac- 
counts receivable. 





Performance Measurement 


| The following performance measures are currently used by CCS in the 
‘monthly performance evaluation report and annually in the performance evaluation 

commitments report: number and dollar value of new accounts, dollar value of 
collections and the collections to expenditure ratio. By themselves, the first two 
| are not a measurement of CCS activity since they depend to a great extent on the 
volume of accounts submitted to CCS by the ministries. We felt, therefore, the 
only significant measure of CCS performance is the ratio of collections to expen- 
| diture. This ratio over the past four years has been reported as follows: 








Year Collections Cost Target ratio Actual ratio 
$ $ 
| 1976-77 £372,000 137,500 9:1 10.0:1 
| 1977-78 1,507,100 147,900 10:1 10,024 
/ 1978-79 1,416,800 172,800 9.5:1 So: 1 
, *1979-80 1,609,500 346,600 4.8:1 4.6:1 


*See point (2) following, regarding cost increase and resultant decrease in ratio. 


As a result of analyzing the actual ratios, we were of the opinion that, because 
Of the following four factors, they cannot presently be relied upon as a valid per- 
formance indicator: 


1. A significant portion of collections represents those on Student Award 
accounts. The schedule below illustrates: 





Student Award Percentage of 
Year collections total collections 
$ % 
1976-77 $41,500 39 
| 1977-78 655,700 43 
| 1978-79 679,500 48 
1979-80 805,300 50 


Student Award accounts are generally transferred to CCS if the amounts 
are not repaid within 30 days of the notification from the Ministry of Col- 
leges and Universities. Our review of a statistically drawn sample of 60 
accounts received from ministries revealed that 36 (60 per cent) were 
Student Award accounts which had been transferred to CCS within 90 
days. Consequently, CCS ratios are higher than would be the case if ac- 
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counts were not turned over until after three months of vigorous collection 
activity as required by Accounting Policy Statement number 504. 


2. Up to the year ended March 31, 1979, the ratios were calculated based 


on collections obtained by both CCS and the Legal Branch of the Minis- 
try, but only the expenditures of CCS were included. As a result, ratios 
for 1977 to 1979 are more favourable than is actually the case. Legal 
Branch collections during this period were: 


VO7Ge) 7) Go cpa eco $230,981 
LOT eT Oa a ine near ey eae 10,957 
19/8879 GE eee Be 185527 


Expenditure information associated with these Legal Branch collections 
were not available. 


From April 1979, Legal Branch collection costs are being maintained. 
Costs for fiscal year 1979-80 totalled $149,400 and were included in the 
calculation of the ratio. Collections during the same period were $176,600. 


CCS has used the services of one private collection agency from May 
1978, and an additional three since October 1979. Under current pro- 
cedures, CCS pursues collection of all accounts. However, those accounts 
which CCS has been unable to collect are turned over to private collection 
agencies. Agency collections are sent to CCS less an established percent- 
age, currently 25%, for services rendered. (No billings are made for 
services rendered on accounts which are not collected.) 


The ratio of collections to expenditure reported has been calculated on the 
basis of net agency collections, rather than gross with commissions being 
shown in the cost column. Again, as a result, the ratio for the last two 
years is more favourable than is actually the case. We were recently ad- 
vised that an August 1980 directive from the Policy Committee of the 
Ministry has requested that reported ratios reflect gross collections and 
commission costs. 


CCS expenditures used in the ratio for fiscal years 1976-77 to 1979-80 
were less than those reported in the Public Accounts of Ontario by 
$68,744, $76,219, $90,573 and $96,583 respectively. We understand 
that the differences were attributable to costs incurred by the Director, 
Special Services Branch and two support staff who administer CCS and 
various other areas. A portion of these costs should have therefore been 
prorated to CCS. Since this has not been done, the ratios are more favour- 
able than should be the case. 


In view of the preceding comments, we recommended the following in order 


to make the collections to expenditure ratio a valid measure of performance fot 
the CCS operations: 


In accordance with Accounting Policy Statement number 504, efforts 
should be directed at ensuring that vigorous collection attempts are made 
by the Ministry of Colleges and Universities before Student Award ac 
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counts are transferred to CCS. Accounts transferred should then be just 
over three months old. 


2. Commencing with fiscal year 1980-81, collections made by private collec- 
tion agencies should be excluded from the calculations of the existing 
ratio and reported separately on a gross basis (currently 4:1) as an addi- 
tional ratio. In this way, considering that private collection agencies are 
working on older and less collectable accounts, over a period of years, 

| CCS would be in a position to study alternatives, based on a comparison 

of their own efforts to private collection agencies. 








3. In future, a fair portion of the costs of the Director and his two support 
staff should be allocated to the costs of the CCS operations. 


In addition to performance measures already being used, we suggested that 
' consideration be given to providing senior management with additional important 
indicators of CCS effectiveness such as: 


(a) The proportion of new accounts and amounts received in a fiscal year 
| that are: 


(i) fully/partially collected in the same year; 
i (ii) recommended for write-off in the same year. 


(b) The proportion of prior fiscal year accounts and amounts which are: 
(i) fully/partially collected in the current fiscal year; 
(ii) recommended for write-off in the current fiscal year. 


| Efficiency/Economy of CCS Operations 
FORMAL CRITERIA AND LEGAL BRANCH 


| Comments were previously made with respect to a study done to identify 
‘means for improving the effectiveness of CCS. Included in the study were recom- 
‘mendations that criteria be formalized for the decision to transfer accounts to the 
‘Legal Branch of the Ministry and to private collection agencies. Currently, the 
decision on the transfer of these accounts is made by the Manager of CCS. In our 
Opinion, the implementation of these recommendations is necessary to ensure that 
‘CCS decisions on accounts are made in a fair and reasonably consistent manner. 
|We recommended that management reassess their position on these recommenda- 
_ tions. 


| In respect to developing criteria for accounts transferred to the Legal Branch 


of the Ministry, we were advised that private collection agencies have expressed 
| an interest in being able to use their own legal services on CCS accounts. In this 
Tegard, we noted the following: 


| 1. Legal Branch collections to cost ratios for the period April 1979 to June 


1980 have averaged 1.2:1. 


2. The possibility of CCS using outside legal services was discussed in Janu- 
ary 1980 with the Director of the Legal Branch of the Ministry. 


| 3. Section 50(8)3 of the Ontario Manual of Administration states that, 
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subject to certain provisions, ministries may engage the services of private 
sector legal counsel. 


In view of the above information, we recommended that CCS consider the eco- — 
nomics and feasibility of having private collection agencies use their legal services, 
as appropriate, to pursue the collection of accounts. 


LENGTH OF ESTABLISHED COLLECTION PERIOD 


Established procedures require that: 


(a) Accounts not collected by ministries within three months of original 
billing date are to be sent to CCS. 


(b) The maximum time to be spent by CCS on accounts before a recom- 
mendation is made to transfer accounts to private collection agencies or 
to take legal or other action, is five to six months respectively. 


Thus, from original billing date, a total of eight to nine months would have elapsed 
before stronger collection action is taken. We felt that after three months of reason- 
able collection efforts by ministries, the maximum time spent by CCS is much too 
long. We recommended that CCS review the established procedures and consider 
the feasibility of substantially reducing the maximum period of time before a deci- 
sion, such as to send accounts to private collection agencies, is made. More prompt 
use of private collection agencies could facilitate earlier repayment since: 


1. Bonus schemes are generally used as incentives by private collection 
agencies to motivate collectors. 


2. Private collection agencies employ full-time specialists to trace debtors 
whose addresses are unknown. 


3. Employees of private collection agencies are generally more experienced 
in collection methods. 


ACCOUNTS FOR $50 or LESS 


In an effort to reduce the backlog and resulting workload of the Branch, in 
August 1979, CCS advised all ministries that since it was uneconomical to do so, 
collection of an account for $50 or less would not be pursued. Further, all delin- 
quent accounts in this category should be considered uncollectable and recom- 
mended for write-off. Reasons provided by the Branch Director for the decision 
were: 


— a reasonable collection effort in 90 days by ministries would cost approxi- 
mately $50 per account; 


— subsequent CCS effort could cost up to $80 per account; 


— up to $130 could be spent on each account with a possibility of collecting) 
50 per cent of them. 


As previously mentioned, the four private collection agencies being used by 
CCS are reimbursed on the basis of an established percentage (all at 25 per cent) 
of the amounts collected. Officials of one of the agencies advised us that accounts 
for $50 or less would be accepted by them but, a lower limit of $15 should be set. 
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In order to achieve due regard for economy, we recommend that: 


(a) CCS establish a minimum dollar limit (say $25) for an account which 
its private collection agencies would process. 


(b) CCS consider the economies of requesting ministries to route accounts 
between $25-50 through CCS for immediate transfer to private collec- 
tion agencies. Although we realized that CCS, even as a conduit, would 
incur costs in maintaining control of the accounts, we felt that recoveries 
made could exceed these costs. 


INTEREST ON DEBT 


Interest is generally not charged by the government on overdue accounts re- 
ceivable. Consequently, debtors would likely pay first their other accounts on which 
interest charges are accruing. 


For accounts payable by the government, however, a recent policy, effective 


_ September 1, 1980, requires ministries to pay interest, when requested by sup- 
_ pliers, at 1 per cent per month on accounts unpaid after 30 days. In view of this 


policy, we felt that consideration could now be given to a policy for charging 


Interest on overdue accounts receivable. 


Although the preceding matters have been reviewed in draft form with officials 
of the Ministry’s Special Services Branch, no formal memorandum had been issued 
as at September 30, 1980, the date of this Report. Therefore, we are not able to 
present the Ministry’s views on the subject matter. 


_ 2.10 Weaknesses Re Technical Consulting Contracts, Ministry of Natural Resources. 


Included in a recent Ministry audit was a review of the selection and awarding of 


technical consulting contracts relating to the Forest Management Activity. We 
_ noted the following deficiencies: 


(a) The Ministry’s Administrative Manual, in conformity with the Ontario 
Manual of Administration section 50.4, item 8.2, requires prior written 
approval of the Deputy Minister if non-competitive procedures are used 
for the selection and awarding of technical consulting contracts where 
cost is estimated to exceed $15,000. We noted three instances where 
contracts totalling approximately $105,000 were awarded by waivers of 
tender without the prior approval of the Deputy Minister. 


(b) We also noted that a contract for approximately $38,000 was awarded 
to a non-profit corporation without tender and without prior written 
approval of the Deputy Minister. Additionally, we noted that: 

i) the Deputy Minister of the Ministry and the Deputy Minister of 
Forests, Government of British Columbia, are members of the cor- 
poration’s Board of Directors, and 

ii) three other research and technical consulting contracts, totalling ap- 
proximately $107,000, were awarded to this corporation. Of these, 
one contract for $98,100 was awarded on a request from the Director 
of the Timber Sales Branch on the basis that this was the only com- 
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pany with the relevant expertise to undertake a research and devel- 
opment project relating to Hybrid Poplar utilization. Waiver of 
tender for the contract was signed by the Deputy Minister and the 
Minister. 


We understood that as a result of our recommendation during the 
course of our audit, prior approval is to be obtained in future from 
Management Board of Cabinet before awarding contracts to this 
non-profit corporation. 


(c) The Ontario Manual of Administration, section 50.4, item 16, requires 
ministries, upon completion of each assignment, to prepare a confidential, 
written evaluation of the technical consultant’s performance. We noted 
five instances of non-compliance with this provision. 


We were informed that Ministry personnel were not aware of this re- 
quirement. 


On September 17, 1980 the Deputy Minister replied as follows: 


a) “Your recommendations have been noted and the appropriate officers 
are being advised to follow the rules announced in this Ministry's 
directive on Technical Consulting Services. 


b) “Management Board has been approached regarding contracts with 
this particular non-profit corporation and the following steps have 
been agreed upon when awarding any future contracts to them. 


i) where there are several sources of the required expertise, that cor- 
poration and others will be invited to submit tenders for a project; 


ii) where there is no other available source of the required expertise 
and the contract is estimated to cost in excess of $15,000, specific 
Management Board approval will be sought before a contract ts 
awarded. 


“For your information, the corporation in question is Forintek 
Canada Corporation, the successor of the Eastern and Western Forest 
Products Laboratories which, before April 1, 1979 were part of the 
Department of the Environment — Canada. 


“Let it also be noted that the contracts were awarded to Forintek 
because of a unique expertise that the Ministry could not contract 
elsewhere. 


c) “To eliminate this problem, a circular is being prepared to familiarize 
responsible officers with the requirements of section 50.4 item 16 of 
the Ontario’s Manual of Administration and at the same time guide- 
lines are being set up on the expected format of this evaluation.” 


2.11 Inadequate Controls over Equipment Inventories, Ministry of Natural Re- 
sources. Ina July 1977 memorandum to the Ministry, we commented on the lack 
of progress in implementing a new perpetual inventory system to provide control 
over the acquisition, safekeeping and disposition of equipment. The Ministry’s reply 
stated that a new base for equipment control and recording was scheduled for 
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completion by September 30, 1977, after which the old records would be recon- 


ciled with the new records. Assurance was given that the equipment control system 


_ at Head Office would receive adequate emphasis in future. 


As at March 31, 1979 the Ministry had equipment with a recorded value of 
approximately $28 million at District offices located within 9 Regions and Head 
Office in Toronto. The conclusion reached in our current audit review (completed 
in July 1979) was that a satisfactory perpetual equipment inventory system was 
not yet in effect. Our conclusion was based on the following findings: 


the 1977 physical inventory lists were not used to update the old records; 


neither the old records nor the 1977 physical listings were properly up- 
dated for subsequent transfers, purchases and dispositions; 


we were informed that not all of the 1977 listings sent to the branches in 
1978 for a physical count update were returned. Listings that were re- 
turned with differences noted thereon did not show whether these differ- 
ences had been resolved; 


no inventory records could be located for equipment in storage for the 
Land Management Program; 


a number of items could not be located when we performed a physical 
count at Head Office using the 1977 listings; 


during our visit to the Northeastern Regional Office, Sudbury, in May 
1979 we found that an employee, appointed as inventory clerk in April 
1979, was attempting to reconcile the inventory records without much 
success, Due to complement constraints, the records had been maintained 
on a part-time basis by another employee during the previous two years. 
Because of the incomplete state of the records and difficulties experienced 
in achieving reconciliation, a decision was made by the Regional Office 
staff to conduct a physical count of all equipment in the Region during 
the summer of 1979 and update their records accordingly; 


inventory records at the Aviation and Fire Management Centre at Sault 
Ste. Marie and Malton were also found to be incomplete or lacking for 
office, hangar and other equipment; and 


a number of items of equipment examined at the Regional Office and Air- 
field in Sudbury, at the Aviation and Fire Management Centre, District 
Office, Fish Hatchery, and Fisheries Research Offices in Sault Ste. Marie 
and at the Air Services Branch in Malton, did not have Ministry identi- 
fication numbers affixed. 


Because of the preceding widespread deficiencies, some of which have existed 


| in past years, we urged the Ministry to take positive action to ensure the implemen- 


tation and maintenance of a satisfactory equipment inventory recording and con- 


_ trol system in all of the Ministry’s locations across the Province. 


The Deputy Minister responded to our observations and recommendations 
on December 3, 1979: 
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“The 1977 Main Office physical inventory listings referred to were 
corrected and updated in the summer of 1977 (using students) and be- 
came the basis for a manual card system which was fully in place and 
reconciled at the end of 1977. The system was operational through the 
summer of 1978. 


“Because of the staff constraints put into effect during 1978 and the 
clerical workload required to maintain the manual system, upkeep of the 
system fell behind. 


“At about this time, word processing equipment was acquired and a 
major part of the rationale for its installation was inclusion of the sys- 
tem for the storage and control of the equipment inventory. The new 
system requires substantially less clerical effort and, therefore, is easier 
to keep up-to-date. 


“We are in the process of finalizing the loading of information from the 
manual system (12 cu. ft. of cards) into the new equipment. This will be 
completed by mid-December and the detail will be fully reconciled to the 
ledger account. 


“Every effort will be made to ensure that the total system is properly 
maintained. The students will be used to carry out a physical inventory 
each summer. 


“The Northeastern Regional Office, Sudbury, is expected to move to 
new premises in May, 1980. Presently, the equipment inventory is in four 
different locations in that city, as well as in Sault Ste. Marie. Due to a 
lack of staff, it has not yet been possible to reconcile the records fol- 
lowing the move from Sault Ste. Marie. Every effort will be made to 
reconcile the inventory and affix the required identification numbers 
prior to the May, 1980 move. 


“Regarding the other locations that you mentioned as also not having 
the required identification numbers affixed to their equipment, we have 
been advised that this oversight has now been or is being corrected. Inci- 
dentally, the equipment records for all of Main Office are maintained 
by Administrative Services Branch. All Ministry locations will be in- 


structed to review their inventory records to ensure that they are up-to- 
date.” 


2.12 Motor Vehicle Management and Accounting System Deficiencies, Ministry of 
Natural Resources. The Ministry provides a Daily Diary for use in each vehicle 
to record daily mileage, details of trips, names of users and accounting codes for 
oil and gas cost distribution. At the time of our review, there was no central con- 
trol or monitoring over the utilization and operation of motor vehicles (approxi- 
mately 1,700) owned by the Ministry. We examined the utilization and cost allo- 
cation records maintained for vehicles under the control of the following: 


Regional Office, Sudbury 
During the 1978-79 fiscal year, one vehicle was used approximately 100 days, 
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and another vehicle was used for only 84 days. A review of the utilization of these 
two vehicles during the period May 1—July 31, 1978, showed that on 48 days of 

_the 64 working days (75 per cent), one or both of the vehicles were not used. 
Instances were also noted of missing daily diary sheets and missing or late monthly 
summaries. 


Sault Ste. Marie District Office 


A review of the utilization of three motor vehicles, assigned to the Engineer- 

ing Services Branch for general use, showed that all three vehicles operated on 

only 34 per cent of the working days during the period June 1—July 31, 1978 and 

11 per cent during the period November 15, 1978—January 19, 1979. Instances 
_ were noted in the recordkeeping of: 


— errors in calculating distances; 
— omissions of expenditure codes for oil and gas cost distribution; and 
— errors in transfers to monthly summaries. 


_ Aviation and Fire Management Centre, Sault Ste. Marie 


Inventory cards were not being maintained for vehicles at the Centre, and 
daily diaries were used only in a few of these vehicles. As a consequence, no ve- 
hicle utilization comparison could be accomplished. A review of the daily diary 
maintained for one vehicle assigned to Forest Protection during the period July 21, 
1978-June 27, 1979, indicated that local gasoline purchases were made from 
_ service stations at prices up to 20 cents per gallon more than the gasoline available 
at the Ministry’s District Office pump located in the same complex as the Centre. 


Due to the varying degree of adherence to Ministry procedures in the loca- 

tions reviewed, we felt that the present vehicle management and accounting sys- 

-tem did not provide adequate inventory control, cost distribution, or a reliable 

basis for measuring economy of utilization on a Ministry-wide basis. We were 

informed that a committee, chaired by the Supervisor of the Fleet and Equipment 

Management Section, was working to establish a computerized fleet management 

_ program, implementation of which was not expected until the 1980-81 fiscal year. 

We recommended that this program include and coordinate the procedures for 

inventory recording, fleet operating and maintenance, cost distribution, and utiliza- 
tion recording and reporting. 


The following reply was received on December 3, 1979: 


| “The Ministry is currently implementing a province-wide computerized 
fleet management program (target date — April 1, 1980) which will 
provide scheduled reports on the costs and the utilization of the fleet. 
Thus, both Main Office and field management will be better equipped to 
carry out their functions and take prompt action when deemed neces- 
sary.” 


| 2.13 Observations Re Community Priorities Projects, Ministry of Northern Affairs. 
During the year, we completed a detailed review of the Community Priorities 
_ Activity of the Ministry’s Northern Communities Assistance Program. Expendi- 


| 
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tures for this Activity amounted to $28.5 million for the year ended March 31, 
1980. 


The objective of this activity, essentially, is to assist certain northern com- 
munities that are financially unable through existing assistance programs to provide 
essential municipal services to their population. 


Through this activity, financial assistance is provided for projects such as 
construction of municipal sewerage and water services, industrial park services, 
new and expanded airport facilities, facilities to be used for social and cultural 
purposes, as well as the undertaking of community economic development and 
project feasibility studies. 


Our review dealt mainly with an examination of the planning process and the 
measures taken to assess the effectiveness of thirty Community Priorities projects. 
Comments and recommendations specific to eight of these projects were contained 
in our memorandum of June 5, 1980 to the Ministry. We did not find any signifi- 
cant reportable matters with regard to the other twenty-two projects examined. 


Overall comments and recommendations resulting from our review are sum- 
marized as follows: 


1. For all projects, we recommended that the objectives be clearly estab- 
lished and related to the program objective and an appraisal of the needs. 
Where feasible, the expected benefits should be stated in terms which will 
facilitate quantitative measurement. For example, the ultimate benefits of 
some projects may be stated in terms of job creation and economic 
growth. At some future date, it should then be possible to measure the 
degree of attainment of the objectives and determine the cost-effectiveness 
of projects. The Ministry has recently introduced a project approval form, 
and we recommended that the information provided by or attached to this 
form be refined and expanded to address these matters. 


2. We saw little evidence of alternative courses of action being evaluated 
on the basis of benefits and costs (Ontario Manual of Administration 
10-16). Particularly in the case of projects normally the responsibility of 
other Ministries, we felt that the option of delaying the projects should be 
thoroughly documented on the project approval forms. 


3. Significant cost overruns occurred on some projects. We recommended 
that final approval be based on current and complete design and engin- 
eering information. The effect of possible future inflation should be con- 
sidered separately from other cost factors. We suggested that, where 
possible, significant cost increases be analysed according to cause. In- 
creases in real cost may result from under-estimation or expansion of the 
size or scope of the work. Realistic estimates are basic to the cost-benefit 
aspects of the approval process. 


4. With two projects, cash flows far exceeded immediate requirements and 
resulted in substantial benefits accruing to municipalities. We recom- 
mended that cash flows be based on actual payments for work completed 
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as evidenced by invoices and progress certifications. We also recom- 
mended that, in future, agreements involving large advances include pro- 
visions requiring that any interest earnings resulting from pre-flowing of 
cash requirements be accounted for and treated as part of the government 
contribution. 


On September 29, 1980, the Deputy Minister replied as follows to the pre- 
ceding overall recommendations: 


“As was indicated in discussions with your staff, . . . this Ministry clearly 
recognizes the need for improvement in project planning, management 
and evaluation. 


“A new program and project planning process is being implemented. A 
new project approval process is currently under consideration for imple- 
mentation prior to the next fiscal year for projects other than those 
subsidized by the Federal Government. In the case of jointly funded 
Federal/Provincial programs and projects, the approval processes will be 
predicated on the administrative arrangements and requirements stipu- 
lated in each Agreement. The basic principles enunciated in comments 
one, two and three . . . will be recognized within any new process which 
will be implemented. It should be noted however, that the nature of 
many projects is such that quantification of benefits is only possible in a 
very approximate and subjective basis. 


“Cashflow procedures have been tightened and any new agreements 
which provide for advances will be dealt with as recommended.” 


Comments and recommendations pertinent to three of the projects reviewed, 
| together with the Ministry responses thereto, are reproduced as follows: 


_ City of Thunder Bay Infrastructure 
In May 1974, Canada and Ontario agreed to share equally in the cost of 
construction of sewage system improvements in the City of Thunder Bay. The 
financial provisions were included in a Subsidiary Agreement with the federal 
Department of Regional Economic Expansion (DREE). A Management Com- 
| mittee, with members from both governments, was appointed to oversee imple- 
_ mentation of the work and to fulfill other responsibilities identified in the Agree- 
_ ment. 


The most noticeable aspect of this project was the extent to which the costs 
exceeded the original estimate. The overrun was funded by application of the 
_DREE Agreement contingency allowance and by grants from the federal Canada 
Mortgage and Housing Corporation (CMHC) and Ontario. The allocation of 
| funds at March 31, 1979 is summarized: 


| $ 
Estimated total costs per DREE Agreement, May 1974 .. 23,218,000 
Application of contingency allowance ................ 2,503,779 
Total allocation of DREE related funds.............. Heuser PACED 
Additional grants by Ontario and CMHC ............. 6,056,389 


Audited costs accumulated to March 31, 1979 ........ 31,778,168 
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The Management Committee gave three basic causes for the escalation of 
costs: 


“1. The Northwestern Ontario Subsidiary Agreement was signed and costs 
were established on the basis of preliminary engineering work. Final 
engineering produced certain design modifications which had the net 
effect of increasing the overall costs. These design modifications were 
discussed and approved by the Management Committee. 


“2 Economic forces leading to inflation in Canada have been most pro- 
nounced in the construction industry with the result that accurate esti- 
mating has been difficult to achieve. 


“3. The sewer tunnelling industry in Ontario and in Canada was fully em- 
ployed with major sewage and tunnelling jobs. There was limited interest 
by Canadian firms in the Thunder Bay work and the majority of bids 
were from American contractors. As a result, prices were affected by 
higher mobilization costs.” 


Construction delays, partly attributable to the premature cost estimates, con- 
tributed to the inflation factor mentioned in 2 above. 


The evaluation process, covering all projects in the DREE Subsidiary Agree- 
ment, was being completed at the time of our review. A draft of the evaluation 
report, in referring to the role of the Management Committee, noted that the effec- 
tiveness of the Committee could have been improved in the areas of authorizations, 
progress reports, regularity of meetings and physical inspections of projects. 


We noted with concern that up to March 31, 1980 the City of Thunder Bay 
had earned approximately $362,000 in interest revenue on payments advanced in 
connection with the DREE and CMHC related grants. The City may also have 
acquired some additional funds through not having to spend all of the ten per cent 
allowance permitted by the DREE and corresponding Provincial-Municipal Agree- 
ments for administration, survey and engineering costs. 


Our recommendations for future projects of this nature were: 


1. Final approval should be based on complete design and engineering in- 
formation. As demonstrated by this project, a realistic and complete 
estimate of construction costs is essential if cost overruns are to be 
avoided. The effect of possible future inflation should be considered 
separately from other cost factors. A realistic estimate is also basic to 
cash flow forecasts. 


2. The Ministry, in conjunction with the Management Committee, should 
exercise close financial control so that funds are not advanced unneces- 
sarily and overpayments are avoided. Prompt action should be taken to 
correct cash flow irregularities. Additionally, we recommended that, in 
future, agreements involving large advances should include provisions 
requiring that any interest earnings resulting from pre-flowing of cash 
requirements be accounted for and treated as part of the government | 
contribution. 











3. The availability of local contractors should be considered during the 
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planning process. In this regard it may be possible to schedule the work 
so as to avoid having to bring in distantly-based contractors and allow the 
benefits from the construction contracts to accrue to Canadian firms. 


Ministry reply: 


“Your recommendations have been noted and will be implemented on 
future projects of this nature which are administered by this Ministry.” 


| North Bay Industrial Park 


In October 1978, as part of a Subsidiary Agreement with DREE, Canada and 
Ontario agreed to share equally in the cost of construction of water, sewer, storm 


_ drainage and road facilities to access an industrial park site at North Bay. The 
_ estimated costs of the project, as listed by the Agreement, totalled $10.32 million. 


Certain problems affecting the implementation of the project were not re- 


_ solved prior to the signing of the Agreement: 
1” 


Although the objective was to negotiate a complete package for the 137 
acre industrial park consisting of internal and external services and road 
access, the Agreement reached with DREE did not provide for linking 
the access road to Highway 11. The link to Highway 11 involves an inter- 
change, as well as one, possibly two, grade separations for railway tracks. 
We understood that the Ministry of Northern Affairs continues to view 
the interchange as a desirable component of the Agreement but the Prov- 
ince is not prepared to proceed unilaterally without DREE participation. 
The implementation schedule of the Agreement may be greatly affected 
if this question is not resolved by the fall of 1980. 


The municipality did not move to acquire a servicing right-of-way prior 
to the signing of the DREE Agreement and, at the time of our review, was 
encountering difficulties with landowners. This matter was further com- 
plicated by a requirement that an easement be established to ensure that 
the City derives revenue for future development and to ensure that extra- 
ordinary windfall profits do not accrue to private land holders as the 
result of the investment of public funds. 


With respect to the planning aspects of such projects, we recommended that: 


1. 


All elements of construction work integral to a project be considered fully 
during the planning process. If provision for essential work cannot be 
included in an agreement, then other arrangements should be made for 
carrying out such work prior to or coincident with the signing of the 
agreement. 


The Regional and Community Branches of the Ministry be asked to in- 
vestigate and comment in detail on the implementation and other aspects 
of projects prior to the finalization of agreements. 


Ministry reply: 


“Both concerns noted by the auditors continue to be under active con- 
sideration. The recommendations are accepted.” 
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Dryden Minimal Care Home 

In December 1977, the Ministry of Northern Affairs agreed to contribute 
$1.2 million towards a cost estimated at $1.5 million for planning, constructing, 
furnishing and equipping a home for the aged at Dryden. The home was being 
built by a non-profit corporation on property acquired earlier by the Ministry of 
Community and Social Services for $171,000. The corporation was to assume a 
mortgage for the 20 per cent balance ($300,000) to be repaid by revenues from 
operation of the home. 


By 1979, total costs for the 52 unit home had escalated to approximately $2.5 
million. Since there had been a substantial increase in the mortgage assumed by 
the corporation, it seemed likely to us that the Ministry of Northern Affairs would 
be called upon to provide additional funding for debt retirement and/or operating 
costs. The Ministry has, in fact, already agreed to contribute an additional $162,000 
for furnishing half of the units plus covering some of the extra costs. 


The most noticeable aspect of the project was that the escalation of costs 
started almost immediately after the agreement with the non-profit corporation had 
been signed. Tender bids for construction of the home were reviewed in early May 
1978, and the lowest bid ($1,950,380) was accepted. Other significant future costs 
known at that stage were furnishings (approximately $300,000) and the archi- 
tectural fees (approximately $135,000). 


We recommended that, prior to becoming committed to projects of this 
nature, the Ministry should insist on realistic and complete cost estimates. As 
mentioned previously, the effect of inflation should be considered separately from 
other cost factors. By doing this, the Ministry would help ensure that final approval 
for such assistance is based on full information. 


Ministry reply: 


“We question the statement ‘it seems likely that the Ministry of Northern 
Affairs will be called upon to provide additional funding’. No additional 
funding will be required for debt retirement if (the non-profit corpora- 
tion) can successfully press its claim against CMHC. Nor do we expect 
any claim for operating assistance which in any event, is not available 
from this Ministry. We do, however, agree with the comments regarding 
the need for better cost estimates.” 


General comment from Deputy Minister: 


“In conclusion, I would like to note the fact that notwithstanding the 
problems and concerns which have been noted and acknowledged, all of 
these projects are expected to achieve their objectives and to provide 
services, facilities and benefits which would not otherwise have been 
available to these northern communities. Thank you for bringing these 
matters to our attention.” 


2.14 Inadequate Follow-up Procedures Re Bursaries, Ministry of Northern Affairs. 
Medical/Dental bursaries totalling $322,500 were funded by the Ministry in the 
1979-80 fiscal year. Under this program, a bursary to a maximum of $5,000 per 
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_ year can be paid to a medical or dental student while attending university in re- 


turn for the same number of years’ practice in Northern Ontario after graduation. 
Failure to graduate or to practice will result in a demand for repayment of the 
bursary plus interest. Since the Ministry had no formal procedures to follow-up 
on the discharge of the recipients’ obligations, we strongly recommended that such 
procedures be adopted. 


The Ministry subsequently advised that: 


“This recommendation will be implemented in conjunction with the 
Ministry of Health which is the agency responsible for the administration 
of this program.” 


2.15 Improvements Recommended Re Administration of Contracts, Ministry of 
Revenue. During the course of a Ministry audit, we endeavoured to review the 
procedures and documentation of the Management Systems Branch for the hiring 
of computer services. Our review was to include user requirements, procurement 
requests, service feasibility studies, requests for tenders, selection criteria, contracts 
and payment procedures. Six contracts were selected for the review, but the only 
documentation available for our review was represented by copies of the preceding 
six contracts. The Director of the Branch informed us that much of the information 
could not be found due to the informal procedures that were in place at the time 
the contracts were awarded. We felt that the Branch should have maintained 
complete documentation on the hiring of computer services. The Ontario Manual 
of Administration requires a Ministry to file, for a minimum of three years for pos- 
sible reference or audit, all project documentation such as: 


— data processing equipment or service feasibility studies 

— Management Board Reports and exemptions from tendering 
— requests for tenders 

— evaluations of tenders 

— tenders 


— contracts or letters of agreement 


Payments for most professional services are based on contracts which contain 
a number of provisions including a maximum price and a termination date. We 


_ found that neither the Ministry’s Management Systems Branch nor the Adminis- 
_ trative and Financial Services Branch monitors payments by individual contract to 


determine if they are within the maximum amount. We also noted two cases where 
payment was made for services performed, after the termination date of the con- 
tract, without Ministry approval for an extension. We therefore recommended that 
contract payment records be established so that payments on each contract are 
accumulated and compared with the total contract price. Other provisions of the 
contracts should also be monitored. 


On April 8, 1980 the Deputy Minister of Revenue replied as follows: 


“Prior to September 1978, Management Systems Branch operated on a 
decentralized project management basis. Each project leader was re- 
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sponsible for hiring resources based on the feasibility studies and resource 
requirements stipulated by user Branches. The growth in administrative 
responsibility related to systems projects caused Management Systems 
Branch to reorganize and allocate all responsibility for maintaining the 
documentation on the hiring of computer services to a central adminis- 
trative group. The manager of this group, Manager Operations and Con- 
trol, was hired in March, 1979. Formal procedures are now in place for 
project documentation which will be maintained on file for three years. 


“Management Systems Branch provides computer services in response 
to requests by user Branches. Because of this, data processing equip- 
ment or service feasibility studies and specifications for resource re- 
quirements are maintained by client Branches. Staff requests for main- 
tenance of existing computer systems do not require the preparation of 
a feasibility study. 


“Financial and Administrative Services Branch will control contract pay- 
ments by establishing a ledger to be attached to each contract on file. 
This ledger will indicate the maximum amount and termination date of 
the contract. Every invoice received for professional services will be 
entered on the ledger and a running balance maintained to prevent an 
overrun of the contract. Invoices received beyond the termination date or 
in excess of the maximum amount will not be honoured until an amended 
contract is filed.” 


2.16 Audit of Administration by the Government of Canada of Provincial Income 
Tax, Ministry of Revenue. The Memorandum of Agreement made under the 
Federal-Provincial Fiscal Arrangements and Established Programs Financing Act, 
1977 (Canada) provides, among other things, that during the term of the Agree- 
ment, Canada, as agent for the Province of Ontario, will, 


(a) collect for and on behalf of the Province the individual income tax im- 
posed under the provincial act and remit amounts in respect thereof to 
the Province in accordance with the agreement; and 

(b) administer for and on behalf of the Province, the Ontario Tax Credit 
System enacted by the provincial act. 


The Memorandum of Agreement further provides that the Province will pay an 
annual administration fee to Canada based on approximately one per cent of the 
aggregate amount of the Ontario Tax Credits in the applicable taxation year. There 
is no fee chargeable in connection with the collection and administration of provin- 
cial personal income taxes. During the 1979-80 fiscal year the Province received 
$3.18 billion from Canada under this Memorandum of Agreement. This amount 
is the net of $458.2 million for Ontario Tax Credits and $8.7 million for adminis- 
tration. 


Agreements, such as the above, exist with most Provinces. Included in the 
agreements are provisions for the audit, with certain limits, by the Provinces’ 
auditors, of those books and records of the Government of Canada relevant to the © 
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agreement. The Memorandum of Agreement with the Province of Ontario, in 
_ limiting the scope of audit, states that the Provincial Auditor: 


“shall not examine, or be allowed to examine, or in any way review or report 
in respect of any of the following: 


(a) in the case of individual income tax, any aspect of a taxpayer’s return 
other than the computation of provincial tax on the basis of the federal 
tax and the allocation of income, if any, that is made in respect of the 
Province in accordance with the provincial act and the federal act and 
regulations made thereunder; and 


(b) in the case of deductions at source remitted in accordance with the 
provincial act, any aspect of the computation thereof other than the 
percentage computation of the provincial share of the total amount of 
unclaimed deductions at source.” 


At the Annual Meeting of Legislative Auditors in September 1978 the role 
of the Government of Canada in the collection of provincial income taxes and the 
limits placed on provincial auditors were discussed. Two major concerns were ex- 
pressed. First, the provincial legislative auditors desired additional audit assurance 


_to support their opinions on their provincial income tax revenue and credits because 
the tax collection agreements for all intents and purposes prohibit them from 


| 


auditing most aspects of a taxpayer’s return. Second, if each legislative auditor 


_were to audit to the extent permitted under the provisions of the agreements there 


would be considerable duplication of effort and unnecessary disruption for officials 
and staff of the Department of National Revenue, Taxation and the Department 


of Finance. To address these concerns, the legislative auditors agreed, early in 


1979, to set up a task force consisting of representatives from the Office of the 


Auditor General of Canada, the Office of the Provincial Auditor of Ontario, and 


the Office of the Auditor General of Alberta. The actual audit work was performed 
by the staff of the Auditor General of Canada and the task force undertook to 


review this audit work commencing in April 1979. 


The review by the task force covered the audit programs, audit findings and 


| reports of the Auditor General of Canada relating to the assessment, allocation 
and accounting for personal and corporate income tax returns, including the vari- 


ous provincial tax credits, and reporting whether the concerns expressed by the 
provincial legislative auditors had been adequately addressed in the audit work. 
As results became available during the audit they were discussed on an interim 
basis by the members of the task force. 


| Spee 
The report of the task force has not been issued. However, there are no indi- 
‘Cations that the personal income taxes were not correctly assessed, properly allo- 
‘cated and transferred by the Government of Canada on behalf of the Provinces. 


)) 
q 


As Ontario administers the corporation income taxes it imposes, participation 
on the task force in respect to provincial corporation income taxes is substantially 
in the interest of the other Provinces. 


12617 Accounts Receivable System Deficiencies, Ministry of Transportation and 
‘Communications. Section 76 of our 1977-78 Report referred to certain deficien- 
| 
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cies in control over accounts receivable. As a result of a review made during the 
current year, we concluded that no substantial improvement had taken place. Total 


accounts 


receivable of the Ministry as at March 31, 1979 amounted to $6,318,990. 


Certain of our observations are summarized as follows: 


(a) 


(b) 


(c) 


(d) 


A review of accounts receivable trial balances for the period July 1978 

to January 1979 indicated that these receivables had been out of balance 

each month, but the differences had not been shown on the monthly 

accounts receivable trial balances prepared for management. Some of 

the reasons why difficulty had been experienced in balancing were: 

_—— errors in posting to subsidiary cards; 

__ manual correction of posting errors instead of processing corrections 
through the bookkeeping machines; and 

__ unrestricted access to the accounts receivable ledger which may have 
resulted in ledger cards being misplaced. 


By undertaking a complete review of the March 31, 1979 subsidiary 
ledger balances together with copies of outstanding invoices, the accounts 
receivable section brought the control accounts and subsidiary ledger into 
balance. 


Three invoices issued to a highway design consultant for recovery of 
overpayment of fees totalling $9,116 were still outstanding at the close 
of our audit. As large payments are made to this consultant (e.g. 
$920,253 during the 1978-79 fiscal year) we suggested that the right to 
set-off amounts owing against such payments, as provided by section 54 
of The Financial Administration Act, should be utilized to discharge 
these and all similar contra accounts. 


In certain instances construction work is performed by the Ministry for 
private companies. The agreements covering such work call for a deposit 
or bank letter of credit in the amount of the estimated construction cost. 
An agreement dated July 20, 1977 with a company called for a com- 
mitment of $341,400 to cover estimated construction costs. A bank » 
letter of credit in the amount of $341,000 was received. Actual construc- 
tion costs were $380,181 leaving a balance payable of $39,181 which 
was invoiced to the company on March 2, 1979. This amount was still 
outstanding at the close of our audit (July 31, 1979); 


Comment was made in our 1977-78 Report that the Central Collection 
Services Branch of the Ministry of Government Services was not being 
fully utilized. Our examination during the current audit indicated that 
more use was being made of this agency, but in general the accounts 
referred to the Branch were over one year old. 


The following recommendations were made, dealing with the Ministry’s 
accounts receivable operations: 


record-keeping of, and security over, ledger cards be improved; 


aged accounts receivable reports be prepared on a regular basis. Only one- 
report, as at December 31, 1978, had been prepared during our current 
audit period; 
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— a review be made of all accounts receivable over six months old to estab- 


lish the reason for non-payment; 


— a more active follow-up of delinquent accounts; the form letter presently 


used be supplemented by a more forceful collection letter; 


— accounts receivable disputed by debtors be investigated when practical by 


personal contact with the debtor concerned: 


— except in special circumstances, outstanding accounts be referred to Cen- 
tral Collection Services in a current manner, in order that the agency may 


have optimum success in its collection activities. 


On November 20, 1979 the Ministry commented as follows: 


“Monthly Accounts Receivable Trial Balances prepared for management 
will in future disclose any differences together with a note of the action 
being taken to bring the account into balance. 


“The Auditor's comments (regarding overpayment of consultant fees) 
are well taken and steps have been taken to arrange for such ‘outstand- 
ings’ to be deducted in contra against accounts owing by the Ministry. 


“As the Auditor indicates, construction work is sometimes performed by 
the Ministry for private companies. As stated, agreements covering such 
work call for a deposit or bank letter of credit in the amount of the esti- 
mated construction cost. In this instance the actual construction costs 
exceeded the estimated costs by $39,181.00. Numerous attempts have 
been made to collect the balance from the developer without success. 
The account will be passed to the Central Collection Agency. 


“The recommendations made by the Provincial Auditor are well taken 
and wherever possible will be put into effect.” 


2.18 Expenditure of Royal Commissions. Royal Commissions are defined in the 
Ontario Manual of Administration as investigatory bodies appointed by Order in 
‘Council under the power of The Public Inquiries Act. During the year ended 
March 31, 1980 expenditure was incurred ‘in respect of 7 Royal Commissions. 
‘Expenditure detail, which is reflected in Volume 3 of the 1979-80 Public Accounts 


for all of these Commissions, may be summarized as follows: 


Cumulative 
Status Expenditure 
Date at March Expenditure to March 
Subject Matter Established 31, 1980 aL aee 3h peg 
‘Electric Power Planning ......... me S| hae Wag by Completed 895,414 5,173,804 
Freedom of Information and 
Sndividual Privacy ......:......60....... Mar 30/77 In Process 522,748 1,500,969 
iaauminum Wiring .......................... Apr 6/77 Completed 1,431 470,530 
Status of Pensions .................... Apr 20/77 In Process 343,888 954,265 
Northern Environment .............. July 13/77 In Process 1,134,769 3,698,657 
Confidentiality of Health 
el a Dec 21/77 In Process 390,100 1,190,728 
‘Discounting and Allowances in 
_ the Food Industry in Ontario .... Aug 23/78 In Process 227,760 354,204 
3,516,110 13,343,157 


' 
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2.19 Expenditure of Select Committees. Select Committees are appointed by order 
of the House to consider matters upon which the House desires information and 
assistance. During the year ended March 31, 1980 expenditure was incurred in 
respect of 3 Select Committees. Expenditure detail is reflected in Volume 3 (Office 
of the Assembly) of the 1979-80 Public Accounts, and may be summarized as 
follows: 


Cumulative 
Status Expen- Expenditure 
Date at March diture to March 
Subject Matter Ordered 31, 1980 1979-80 31, 1980 
$ $ 
The Corporations Act of the 
Province of Ontario and 
Related Acts and Regulations .. June 22/65 In Process 237,266 2,065,427 
Report of the Ombudsman ........... July 15/76 In Process 44,029 323,690 
Ontario Hydro Affairs .............. Nov 24/77 In Process 321,687 926,105 


602,982 3,315,222 
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3 
COMMENTS ON CROWN AGENCY OPERATIONS 


3.1 Introductory Comments. The term Crown Agency for purposes of this seg- 
ment of the Report includes both agencies of the Crown and Crown controlled 
_ corporations, as defined in The Audit Act, 1977, as amended. 


| An agency of the Crown is defined in section 1(a) of the amended Act as 
being “an association, authority, board, commission, corporation, council, foun- 
dation, institution, organization or other body, 


(1) whose accounts the Auditor is appointed to audit by its shareholders or 
by its board of management, board of directors or other governing 
body, 

(li) whose accounts are audited by the Auditor under any other Act or 
whose accounts the Auditor is appointed by the Lieutenant Governor 
in Council to audit, 


(iii) whose accounts are audited by an auditor, other than the Auditor, ap- 
pointed by the Lieutenant Governor in Council, or 

(iv) the audit of the accounts of which the Auditor is required to direct or 
review or in respect of which the auditor’s report and the working papers 
used in the preparation of the auditor’s statement are required to be 
made available to the Auditor under any other Acct, 


but does not include one that The Crown Agency Act states is not affected by that 
Act or that any other Act states is not a Crown agency within the meaning or for 
_the purposes of The Crown Agency Act.” 


Section 9(2) of the Act provides that in instances where an agency is audited 
by someone other than the Provincial Auditor (those in categories lii and iv), the 
audit is to be performed under the direction of the Provincial Auditor, and such 
other auditor is required to report to the Provincial Auditor. 


| A Crown controlled corporation is defined in section 1(e) of the Act as “a 
corporation that is not an agency of the Crown and having 50 per cent or more of 
its issued and outstanding shares vested in Her Majesty in right of Ontario or 
having the appointment of a majority of its board of directors made or approved 
by the Lieutenant Governor in Council.” 


In the case of these corporations, section 9(3) of the Act provides that in 
instances where such a corporation is audited by someone other than the Provin- 
cial Auditor, such other auditor or auditors are required, upon completion of the 
‘audit, to deliver to the Provincial Auditor a copy of the audited financial statements 
together with a copy of the report of their findings and recommendations to man- 
agement (i.e. management letter). Additionally, the Provincial Auditor has access, 
‘if required, to the working papers and other documents related to the audit of such 
corporations. 
| A listing of agency of the Crown and Crown controlled corporation audits, 
by category, for the year ended March 31, 1980 is included as Exhibit 6 to this 
Report. 


} 
| 
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In addition to the Crown controlled corporations included in Exhibit 6, there 
exist certain other such corporations whose enacting legislation does not contain 
any audit provision. In the case of these corporations, their revenue is not retained, 
but is deposited directly into the Consolidated Revenue Fund of the Province. 
Expenditures of these corporations are paid by Ministries out of moneys appro-_ 
priated therefor by the Legislature. As a result, these corporations have no assets — 
or liabilities for accounting purposes. Examples of such corporations are the 
Liquor Licence Board and the Niagara Escarpment Commission. It is our current — 
practice to audit their transactions as part of our Ministry audit process. | 


3.2 Method of Audit Reporting. A report was prepared on each agency of the 
Crown audit performed or directed by cur Office during the year, and was submit- 
ted to the agency involved and to the responsible Minister. Observations and com- 
ments were made on matters noted during the audits. Included in the reports were 
recommendations for improvement in the accounting and operating processes. | 
Additionally, in the case of Crown controlled corporations which are audited by 
other auditors, such auditors are now required to send this Office a copy of their i 
management letters upon completion of their audits. 


Matters raised in the foregoing reports and letters which, in our judgment, are_ 
of interest or significance to the Legislative Assembly are included in subsequent 
sections of this Chapter. Not all of the subsequent comment is of a critical nature; 
certain of our comments are for informative purposes only. Generally speaking, 
the caption of the section will indicate whether the content is critical or informative. | 


In cases where replies have been received to the audit findings and recom-- 
mendations contained in subsequent sections, relevant portions thereof have been 
included for informative purposes, generally without further comment by this Office. 


3.3 Newly Established Crown Agency. The Residential Tenancy Commission was- 
established pursuant to the terms of The Residential Tenancies Act, 1979, Part: 
VIII, which essentially came into force on August 17, 1979. The Commission is to 


; 
1 


serve as an impartial agency to which landlords and tenants can turn to resolve | 
disputes which may arise between them; to administer the Rent Review provisions 
of the Act concerning the review and control of rent increases; and to advise and. 


assist landlords and tenants on all aspects of residential tenancies. | 


In accordance with section 88 of the Act, expenditures of the Commission to 
March 31, 1980 were paid out of the Consolidated Revenue Fund of the Province 
(ie. statutory). Thereafter, expenditures of the Commission are to be paid out of 
monies appropriated therefor by the Legislature. | 


The Act requires the accounts of the Commission to be audited by the Provin- 
cial Auditor or under his direction by an auditor appointed by the Lieutenant 
Governor in Council for that purpose. Pursuant to our appointment, our initial 
audit of the Commission was completed for the period from its inception on August 


17, 1979 to March 31, 1980. | 


3.4 Inactive Crown Agencies. At the time of our 1978-79 Report, only one 
agency, the Ontario Deposit Insurance Corporation, was inactive. As at the curren’ 
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date, the situation is unchanged. As indicated in Section 85 of our 1978-79 Report, 
we were advised on August 8, 1979 in a letter from the Minister of Consumer and 
Commercial Relations that: 


“There is still the possibility that O.D.1.C. may be called upon to protect 
depositors with financial institutions. Accordingly, any decision with re- 
gard to the future of O.D.I.C. is being deferred to a later date.” 


Another agency, the North Pickering Development Corporation, became in- 
active during the 1979-80 fiscal year. The duties of this Corporation, established 
under The North Pickering Development Corporation Act, 1974, were to prepare 
the Plar. for Development and develop the North Pickering Planning Area in ac- 
cordance with the Plan. During the fiscal year ended March 31, 1979, the Cor- 
poration ceased operations, and responsibility for the administration and develop- 
ment of North Pickering lands was transferred to the Ontario Land Corporation. 
On May 22, 1979, the Corporation realized all of its assets and discharged all of 
its liabilities. 

As to the current status of this inactive agency, we were advised by the De- 
puty Minister of Housing on September 18, 1980 that: 


“An act to repeal The North Pickering Development Corporation Act, 
1974 was drafted and reviewed and approved by the Legislative Commit- 
tee of Cabinet in April 1979. 


“At that time and on subsequent occasions the Minister of Housing has 
felt it inappropriate to present the Repeal Bill to the House. The current 
) situation is not such as to change the Minister’s view.” 


3.5 Apparent Conflict of Interest, The Centennial Centre of Science and Technol- 
ogy. The objects cf The Centennial Centre of Science and Technology (Ontario 
Science Centre) include the conduct and portrayal to the public of an educational 
program in the origins, development and progress of science and technology, their 
Telationship to society, and the role cf Ontario in the furtherance thereof. As at 
September 30, 1980, the date of this Report, our final audit for the year ended 
-March 31, 1980 was in process. However, the matter covered in the ensuing para- 
graphs was formally reported to the Chairman of the Centre’s Board of Trustees on 
November 7, 1979. 


On January 26, 1979 two employees of the Ontario Science Centre notified 
the Deputy Minister of Culture and Recreation and the Centre’s management that 
they intended to have a company which was wholly owned by them submit a tender 
| for the Centre’s non-food concession. Management sought informal legal opinion 
to determine if any conflict of interest existed. Based on the information provided, 
the Ministry’s legal opinion (verbal, January 1979) was that no conflict of interest 
existed. 


| On May 28, 1979, tenders for the concession were received and, in the opinion 
of the tender committee, the best submission was made by the employees’ company. 
‘The next day, on May 29, 1979, the Board of Trustees passed a motion which 
‘stated that the contract for the science shop sales concession should be given to 


64 AupITor’s REPORT FOR 1979-80 








the employees’ company, under the condition that the Director General obtain a — 
written legal opinion from the Ministry lawyer stating that there was no conflict of 
interest on the part of the Board of Trustees and on the part of the Science Centre. | 


On June 1, 1979, the Director of Legal Services, Ministry of Culture and 
Recreation rendered his opinion that the employees did have and continued to 
have a conflict of interest, and the only way they could have avoided an allegation — 
of a conflict of interest would have been for both of these gentlemen to have re- 
signed as employees of the Ontario Science Centre on January 26, 1979. The” 
Director of Legal Services further stated that it was important that not only must_ 
the Ontario Science Centre be convinced that no conflict of interest situation 
existed at the awarding of the tender, but it must also be assumed that there was 
no appearance of the existence of a conflict of interest situation. 


On June 7, 1979, the Centre’s management sought an additional opinion from 
the Director of Legal Services regarding the existence of a conflict of interest on 
the part of only the Board of Trustees, should they decide to award the contract 
to the employees’ company. In the opinion (June 20, 1979) of the Director 
of Legal Services there was no conflict of interest on the part of the Board of 
Trustees. 


On June 12, 1979, the employees’ legal counsel advised the Centre that they 
disagreed with the opinion of the Ministry’s legal counsel and in their opinion the 
employees did not have and do not now have a conflict of interest. 


The Board of Trustees also requested advice from the Minister of Culture 
and Recreation in regard to the awarding of the contract, and on July 11, 1979, 
the Minister, under signature of the Deputy Minister, replied that in light of an 
additional legal opinion received by the Ministry, he could find no reason to over- 
rule the Board of Trustees’ proposed award decision. 


This reply was based on a legal opinion (July 4, 1979) from the Deputy 
Attorney General which stated that, although the employees were in a conflict of 
interest within the meaning of section 33(1)(b) of Regulation 605/73 enacted 
pursuant to The Public Service Act, from the employees’ perspective, they had 
complied fully with section 33. The employees sought an opinion from the Director 
of Legal Services and were advised that they could do what they wished to do, 
provided they complied with section 33. They did advise their Deputy Minister of 
their proposal to tender on the contract. The Deputy Minister provided them with 
no advice. In the view of the Deputy Attorney General, if the Deputy Minister was 
of the view that there was a conflict of interest, he should have advised the em- 
vloyees pursuant to section 33. The Deputy Attorney General also stated that the 
time may have passed when objection could be raised. 


Section 33 of Regulation 605/73, enacted pursuant to The Public Service Act, 
states: 


33(1) A public servant shall not engage in any outside work or business 
undertaking, 


(a) that interferes with the performance of his duties as a public 
servant; 
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(b) in which he has an advantage derived from his employment as a 
public servant; 


(c) in which his work would otherwise constitute full time employ- 
ment for another person; or 


(d) in a professional capacity that will, or is likely to, influence or 
affect the carrying out of his duties as a public servant. 


(2) Whenever a public servant considers that he could be involved in a 
conflict of interest in that he might derive personal benefit from a matter 
which in the course of his duties as a public servant he is in a position to 
influence, he shall disclose the situation to his deputy minister, agency 
head or minister, as the case may be, and shall abide by the advice 
given. 


(3) Whenever a public servant considers that he could be in a position of 
conflict with the interests of the Crown arising from any of his outside 
activities, he shall disclose the situation to his deputy minister, agency 
head or minister, as the case may be, and shall abide by the advice 
given. 


(4) Contravention of any of the provisions of subsection 1 or disregard of 
the provisions of subsection 2 or 3 may be considered as cause for dis- 
missal. 


| The Deputy Attorney General recommended that the Board of the Ontario 
Science Centre should be left to make its own decision. 


The employees in question submitted their resignation effective July 20, 1979 
and a three year agreement (September 1, 1979 to August 31, 1982) between the 
>mployees’ company and the Centre was signed on July 21, 1979. 


During the course of our audit, we noted that in November of 1978, these 
‘WO employees requested and received permission to travel to seven cities through- 
jut the United States, at the Science Centre’s expense, in order “to gather infor- 
nation about the operation of science museum stores at major centres, in order to 
wrepare a report which will form the basis for recommendations to be made about 


he tendering and operation of the Science Centre’s store”. 


_ The request for this study was made by the two employees and approval was 
siven, even though their jobs at the Centre did not appear to have any bearing to 
he operation of a museum store. The research was conducted during December 
.978, and two reports were issued in January 1979. 


The involvement of the two employees in determining the basis for the tend- 
‘ting and operation of the science store was not disclosed to the Director of Legal 
vervices of the Ministry of Culture and Recreation, nor to the Deputy Attorney 
3eneral and their conclusions were made without the benefit of this information. 


It appeared that the basis for the Board of Trustees’ decision to ignore the 
‘mployees’ conflict of interest was that the Board itself was not in a conflict of 
terest situation. In our opinion, the only conflict of interest which had a bearing 


| 
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on the awarding of the concession was the conflict of interest of the employees. In 
any award situation, it must be assumed that the Board of Trustees is not in conflict 
of interest; otherwise, they should remove themselves from the awarding process. 


Furthermore, in our opinion, the information that the employees in question 
were the researchers and the writers of the report which outlined the basis for the 
tendering and the operation of the Science Centre store should have been given to 
the Board’s legal counsel before his opinion was sought. 


We recommended that the propriety of this transaction be subject to further 
review. 


On September 15, 1980, the Minister of Culture and Recreation supplied us 
with correspondence dealing with the status of the preceding situation. Such cor- 
respondence is summarized as follows: 


On April 22, 1980, the Chairman of the Board advised the Minister that: 


“The Board of Trustees obtained a legal opinion as to the propriety of 
their action in awarding the contract. There is ample evidence that the 
selection committee acted in good faith accepting what they believed to 
be the best bid. 


“It would be expected that any applicant for the concession would have 
had sufficient knowledge as to the operation of this type of facility to 
make a competitive bid. It was therefore not felt that the bid submitted 
by (the successful firm) would be made with any greater inside knowl- 
edge than that available to the previous concessionaire . . . (who de- 
clined to bid) or any of the others already conducting similar business.” 


In reply thereto, on July 10, 1980, the Minister wrote to the Chairman of 
the Board as follows: 


“Your explanation regarding the awarding of the non-food concession 
in 1979 is inadequate. I am quite aware that several benefits have 
accrued to the Science Centre as a result of this award. Sales, profits 
and revenues are substantially improved over the previous experience 

_.and the public is much better served. As a result, the concession will 
likely be viewed as more valuable when re-tendered, presumably result- 
ing in a better deal for the Crown. For these reasons, I do not feel it ts 
appropriate to cancel, or shorten the duration of, the contract for any 
reason inconsistent with its basic terms and provisions. 


“Nevertheless, it is an established fact that the two former employees in 
question did have very significant and special advantages in the process 
leading to the award of the concession contract. Further it was, amongst 
other circumstances, the failure of your staff to advise of the detailed 
involvement of the 2 staff members in the development of the tender 
documents which led legal counsel to underestimate the inherent special 
advantages. Although there was no conflict of interest on the part of the 
Board, there clearly was a lack of adequate supervision of business prac- 
tices integral to the operation of the Centre. 
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“At the time I was apprised of this matter, I frankly considered a can- 
cellation of the contract in view of the string of incorrect considerations 
and decisions which had been given or taken. However, by this juncture, 
a charge of breach of contract, with legal suit ramifications, was probable. 
In view of the finite term of the contract, it seemed clear that no perma- 
nent advantage was involved, providing that proper procedures were 
used in the next tendering process. 


“You simply must not permit any special advantages in favour of any 
parties when the contract is re-tendered. Of course, in no circumstances 
can any consideration be given to an extension of the current contract 
without a thorough and open tendering process. 


“In addition, I wish you to submit to me your plan for handling the next 
tendering cycle at least 9 months in advance of the end of the current 
contract. These will be examined by a committee . . . who will recom- 
mend on their adequacy.” 


On July 21, 1980, the Chairman of the Board wrote to the Minister to advise 
lim that: 


“Your comments with respect to the awarding of the non-food conces- 


sion .. . are accepted. We will contact the Committee you have nomin- 
ated . . . not later than November 30th, 1981, with next tender docu- 
ments.” 


.6 Improvement in Physical Security of Computer Facilities Recommended, Liquor 
-ontrol Board of Ontario. The Board’s audited financial statements for the year 
mded March 31, 1980 are reproduced in Volume 2 of the 1979-80 Public Ac- 
‘ounts. The Board has an IBM 370/135 computer on which they process data 
rincipally relating to store orders and requisitions, perpetual inventory records, 
varehouse inventories, store sales reports and related cash transactions. 


Some laxity in restricted access to the computer room was noted. We sug- 
ested that some form of physical access control mechanism, such as a cypher 
ock, be installed at the entrance to the computer room. Such mechanism would: 


1. limit access to those entitled to be there, and 
2. impress upon the staff the overall importance of physical security. 


We felt that the amount of money involved in instilling this sense of security 
o the staff would be well spent. 


We also noted that the off-site tape storage room does not have smoke or fire 
letection equipment installed. Loss of these tapes would impair the day-to-day 
ontinuity of the processing of data. We suggested that this matter be reviewed. 


The following comments were received from the Board’s General Manager 
m November 19, 1979: 


“Security of the Data Centre was reviewed approximately one year ago. 
At that time certain changes were made to limit entrance to the Data 
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Centre to authorized personnel only. We did not feel that installation of 
a physical access control mechanism was justified or necessary and there- 
fore we did not pursue it. We shall now reconsider our decision and again 
investigate and possibly install such mechanism. 


“In regards to the off-site tape storage room, we have already asked our 
Building Maintenance Department to investigate the possibility of instal- 
ling fire and smoke detectors.” 


3.7 Unauthorized and Other Questionable Expenditures, Liquor Licence Board. 
Per Volume 1 of the 1979-80 Public Accounts, the Board’s revenue and expendi- 
ture for the year ended March 31, 1980 amounted to $122,760,766 and $6,629,900 
respectively. Revenue is deposited into the Consolidated Revenue Fund, and ex- 
penditures are paid out of moneys appropriated by the Legislature. 


The Liquor Licence Board is required to abide by the provisions of the On- 
tario Manual of Administration. A recent examination of the Board’s records re- 
vealed several expenditures to be unauthorized or contrary to guidelines contained 
in the Ontario Manual of Administration. Instances noted, together with our re- 
sulting recommendations, are summarized below. Pertinent sections of the reply 
from the Deputy Minister of Consumer and Commercial Relations, dated August: 
6, 1980, are also reproduced. 


1. We noted that ever since his appointment as a full-time member of the 
Board in 1976, the Chairman has been reimbursed for costs incurred in 
travelling approximately 450 kilometres weekly to and from Toronto and 
his home in Union, Ontario. Costs reimbursed by the Board are, cur- 
rently, in excess of $2,500 per annum. 


The Chairman’s salary is established by Order in Council. There was, 
however, no Order in Council authorizing reimbursement of the com- 
muting expenses noted above. 


We recommended that an Order in Council be obtained authorizing the 
payment of the Chairman’s commuting expenses. 


Ministry reply: 


“In reviewing this observation it was discovered that although the pay- 
ment of the Chairman’s expenses had been agreed on at the time of his 
appointment, there was in fact no documentation of the arrangement. 
We have therefore obtained Order-in-Council approval of the Chair- 
man’s expenses and would refer you to Order-in-Council Number 
1888/80, approved June 24, 1980.” 


2. The executive director has been supplied with a Board automobile on a 
full-time basis since September 1976. Generally, within the Ontario 
Government, motor vehicles are supplied to executives with the status 
of Deputy Minister. It was, therefore, not clear what authority existed for 
granting the use of a Board vehicle to the executive director. 


Additional observations were as follows: 
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— the executive director used personal credit cards regularly to purchase 


gasoline and pay for maintenance, although he was in possession of a 
government credit card. The Ministry’s internal directive, dated 
August 1978, prohibits the use of personal credit cards in the purchase 
of gasoline for government-owned vehicles; 


no charge has ever been made to the executive director for private use 
of the automobile, nor has an amount for personal use been calculated 
and disclosed as a taxable benefit for income tax purposes by the 
Board. 


Accordingly, we recommended that a review be made and authoriza- 
tions documented by the Board and by the Ministry re: 
(a) the granting of a Board automobile to the executive director; 


(b) his regular use of personal credit cards for the purchase of 
gasoline; and 


(c) non-disclosure of personal use of the automobile as a taxable 


benefit for income tax purposes. 
Ministry reply: 


“We have reviewed this recommendation with the Board and it is appar- 
ent that the Board unknowingly erred in approving the use of an auto- 
mobile by the Executive Director for his personal use. We are advised, 
however, by the Board that the Executive Director paid for gasoline 
used on his personal mileage. Since receipt of your audit, this automobile 
has been taken out of service and has been or will be transferred to the 
Ministry of Transportation and Communications for disposal. The Exe- 
cutive Director is now using his own automobile and submitting mileage 
for travel on Board business. This approach will remove your concerns 
about his regular use of personal credit cards for the purchase of gasoline. 
Further we understand that the Executive Director has had discussions 
with Federal Income Tax officials concerning his personal use of the 
_ automobile and we believe that these discussions will result in a satisfac- 
tory resolution of any aspect of your concern in that regard.” 


3. An examination of expense claims submitted by the Chairman, executive 
director and director of administration revealed that the Board had not 
developed and published standards and guidelines to regulate hospitality 
and meal expenditures in accordance with section 60.2 of the Ontario 
Manual of Administration. One matter of concern highlighted by our 
review related to meal costs, which we considered excessive when com- 


pared to other ministries or agencies. We noted instances as follows: 


POUUCM NT. oe DErSONs:! ) hove. fe tee $ 48 
Cmte: DCISONS. fs ek 47 
Dimer ae persons — es. 142 
Dinwertor a persons” FN. 120 


Dinner tOrsiorpersous 0 $t8 Pe a. 958 
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The last item represented dinners provided at an inspectors’ seminar held 
on November 14, 1979, which included alcoholic beverages averaging 
$34 per person. 

We recommended the establishment of guidelines to regulate travel, meal 
and hospitality expenditures, in conformity with principles outlined in 


section 60.2 of the Ontario Manual of Administration. 


Ministry reply: 

“The Ministry does have general guidelines on travel, meal and hospi- 
tality expenses which apply to the Board in normal circumstances. How- 
ever, as the Board operates on a daily basis in the hospitality industry, 
situations frequently arise in which staff meet with their client group in 
establishments which are not of their choice. Board employees are 
directed to pay for such meals in order to avoid any conflict of interest. 
In these circumstances the Board employees may become involved with 
meal costs which are beyond the normal limit. Having said that, we share 
your concern about what appeared to be excessive costs in some in- 
stances, and we are advised that the Board will monitor meal and travel 
expenses more closely in the future. The Board agrees with the Auditor's 
observation regarding the Inspectors Seminar. The hospitality costs were 
excessive as the supervisor responsible for the seminar did not exercise 
proper judgment. We are advised he has been severely reprimanded.” 


4. Effective April 5, 1979, six employees were suspended from duty, without 


pay, pending disposition by the courts of charges of breach of trust. One 
employee was on sick leave at the time of his suspension. He was rein- 
stated to the payroll and continued to be paid on a full-time basis. We 
were unable to examine his medical certificate. We were advised that the 
certificate was on one of the several files seized by the Ontario Provincial 
Police for investigation purposes. 


In May and June 1979, four other employees submitted medical certifi- 
cates. Based on the aforementioned precedent, these employees were 
reinstated to the payroll on a full-time basis. We noted a significant defici- 
ency in the Board’s follow-up procedures to monitor the employees’ 
continued illnesses, in that two of the medical certificates did not clearly 
indicate the duration of the illness and the other two had expired during 
August 1979. It was only as a result of our audit that new certificates 
were obtained in February 1980 for the two certificates that had expired. 
These new certificates indicated that the employees were re-examined in 
February 1980. The certificates failed, however, to clearly specify whether 
the employees had been re-examined immediately after their certificates 
expired in August 1979. 


We recommended that the Board obtain properly completed medical certi- 
ficates from the respective physicians of the five employees reinstated to 
the payroll. Without such evidence, there is no assurance that the pay- 
ments to the employees have been properly made. 


Ministry reply: 





COMMENTS ON CROWN AGENCY OPERATIONS 


“We are advised that medical certificates which were not available at the 
time of the audit have now been provided to the Auditor. With respect 
to the quality of some of the medical certificates, we are advised that the 
Board was guided in its actions by the judgement of the Medical Advisor 
to the Liquor Control Board of Ontario. This doctor did not believe 
it was appropriate for him to challenge the judgement of the employees’ 
personal physicians and go behind the statement contained in the letters 
from such physicians. We have discussed this practice with the Board and 
it is agreed that in future there will be a more careful monitoring in 
checking of medical certificates applied in respect of employees who are 
absent for extended periods.” 


ii 





5. In connection with (4), the following additional anomalies were noted: 


— One of the six employees, a manager, continued to have the use of a 


Board automobile, although he had not been performing the duties of 
his office since April 5, 1979. All operating costs for the vehicle were 
paid by the Board. At the end of each month the employee submitted 
a statement of kilometres driven and reimbursed the Board at the rate 
of 11¢ per kilometre. The Board’s average operating costs for one of 
its leased vehicles are approximately 14¢ per kilometre. 


Four of the six employees have continued to receive a monthly al- 
lowance of $40 for use of office space in their homes to facilitate 
duties of the Board. However, since April 5, 1979, they have not 
performed their regular duties. 


In connection with the investigation of the charges laid against the 
six Board employees, it has been necessary for the investigating offi- 
cers of the Ontario Provincial Police to conduct interviews with 
various members of the Board’s staff. These interviews have been 
conducted in the presence of a lawyer retained on a continuing basis 
by the Board to provide advice to management and staff. The lawyer 
has been paid $100 per hour, with payments to December 31, 1979 
amounting to approximately $5,000. 


We recommended that these matters be reviewed and appropriate author- 


izations documented by the Board and the Ministry. 
Ministry reply: 


“With respect to the decision of the Board to allow an employee the con- 
tinued use of a Board automobile while under suspension, we are advised 
that the Board acted out of compassion and having regard for the cir- 
cumstances at that time. The Board points out that the employee was 
extremely ill with a heart condition and his doctor advised that he should 
have transportation in order to avoid fatigue. At the time the Board 
made its decision, although the employee had been suspended pending 
his trial, they considered that in view of his long service, the possibility 
that he might be acquitted, and his serious health condition, they were 
justified in entering into an arrangement which they believed did not 
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result in any additional cost to the Board. The automobile he was allowed 
to use was under lease to the Board and an initial effort was made by the 
employee to buy it from the lessor. The lessor was not prepared to sell 
until the lease ran out. Arrangements were therefore made for the em- 
ployee to use the automobile on the same reimbursement basis as other 
employees using leased vehicles are permitted to use them. Due to the 
low mileage put on the vehicle during the balance of the lease, the resale 
value was enhanced. The Board calculates that the lease cost of the ve- 
hicle during this period was $2,174.60 while the Board recovered 
$2,292.33 from the employee and from the enhanced rebate on the dis- 
posal of the automobile. 


“With respect to the continued payment of the monthly allowance for the 
use of office space in their homes to six employees, we are advised that 
when the Board initially considered the cost of removing office furniture 
from the homes shortly after the employees were charged, the conclusion 
was reached that the cost of removal and storage would likely exceed the 
cost of rental payments. Once again since the Board at this time had no 
way of being sure that the employees would in fact be convicted and 
terminated from employment, they thought the more economic course 
of action was to leave the furniture in place and pay the rental. As events 
transpired the numerous postponements of trials, some of which were at 
the request of the Crown, the economics of the original decision changed. 
The Board agrees that with hindsight, it would have been advisable to 


remove the furniture at the time of the suspension. Since receipt of your 


report this has been done. 


“The decision to retain counsel to advise the Board arose out of the 
Board’s concern that the allegations concerning the conduct of some of 
its employees might involve it in matters with licencees and they wished 
to be properly advised by counsel experienced in litigation. The Board 
advises that they were not aware of the requirement that such counsel 
should have been retained through or in consultation with the Ministry 
of the Attorney General. Now that this procedure has been drawn to their 
attention, we are sure that any subsequent retention of counsel will com- 
ply with these requirements.” 





3.8 Further Safeguards Warranted Re Works of Art on Loan, The McMichael — 


Canadian Collection. 


funds amounted to $722,473, with offsetting liabilities and fund balances. 


The objects of the McMichael Canadian Collection, estab- 
lished as a corporation without share capital, include the operation of the Collec- | 
tion as an exhibit for the benefit of the public and the preservation of the corporate © 
lands as a permanent site for a public gallery and related facilities for the Collec- 
tion. As at March 31, 1980, total assets of the Collection’s general and special | 





Although for accounting purposes, works of art are reflected on the Corpora-/ 
tion’s balance sheet at a nominal value of $1, the accumulated value of such works © 
was in excess of $8 million as at March 31, 1980. 


| 
| 
, 
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Certain of the Corporation’s works of art are received from time to time by 


_way of donation. The Corporation acquires full title to these works, and the donor 
receives an income tax receipt for the assessed value of the donation. In some 
_ cases, these works of art are then loaned back to the original donors for an inde- 
_ finite period. We observed that no formal loan agreements exist for such loans. 


To ensure proper safeguard of the Corporation’s properties, we recommended 


that a formal loan agreement outlining the terms of the loan and responsibilities 
_ of the respective parties be signed by the parties involved. 


The foregoing comments were contained in a report sent to the Corporation 


on September 19, 1980. As at September 30, 1980, the date of this Report, the 
| Corporation had not had sufficient time to respond. We are therefore not in a 
position to present the Corporation’s views on the subject matter. 


} 

3.9 Unlocated Equipment, The Ontario Educational Communications Authority. 
_The principal objects of the Authority are to initiate, acquire, produce, distribute, 
exhibit or otherwise deal in programs and materials in the educational broadcasting 


and communication fields, and to engage in research in relevant fields of activity. 


| As at March 31, 1980, the assets of the Authority totalled $11,162,988 with off- 
| setting liabilities of $5,740,263 and equity of $5,422,725. For the 1979-80 fiscal 
year, revenue, including grants of $20,672,964 from the Province of Ontario, 


amounted to $23,953,765. Expenses, including fixed assets purchased from 


‘revenue, totalled $24,025,673. 


During the year the Authority introduced a new computer control system in 
order to update the control system over fixed assets. Information was transferred 


from a variety of manual records to the computer system and physical counts were 


done over a period of time to verify the information. The listing produced as at 
April 11, 1980 revealed that 201 out of approximately 3,250 items did not have a 


location listed. Of these, 120 items, including 3 colour televisions, 6 typewriters, 


11 calculators and 12 colour monitors, could not be located as at the middle of 


July 1980. 


As part of our audit we tested the accuracy of the remaining items for which 
locations were noted on the records. Our test sample of 15 selectric typewriters 
and 20 video cassette machines revealed that 3 typewriters and 7 video cassette 


‘Machines were not in the location indicated by the records, and that an additional 


3 typewriters and 6 video cassette machines could not be located. 


| 
| 
| 
| 
| 
j 


\ 
) 





To prevent such occurrences in the future and to gain adequate control over 
moveable fixed assets, we recommended the following: 


1. Assign responsibility for the care and custody of fixed assets by issuing 
such assets to individuals rather than departments. 


2. Implement security measures to ensure that unauthorized removal of fixed 
assets from the Authority’s premises cannot occur. 


3. Verify the physical existence of fixed assets on a periodic basis. 


The foregoing observations and recommendations were reviewed in draft 
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form with officials of the Authority. However, no formal report had been issued 
as at September 30, 1980, the date of this Report. Therefore, we are unable to 
present the Authority’s views on the subject matter. 


3.10 Lack of Employee Familiarity with New Computer System, Ontario Housing 
Corporation. The Corporation’s audited financial statements for the year ended 
December 31, 1979 are reproduced in Volume 2 of the 1979-80 Public Accounts. 


During 1979, the Corporation changed over to a new accounting /financial 
system called Operational Financial Information System (OFIS). During the 
course of the audit, our audit staff noted that there was a general lack of satisfac- 
tory understanding of the new OFIS system by the Corporation staff. Some of the 
ways in which this is borne out are as follows: 


— A large number of journal entries processed through the general ledger 
during the year were for the purpose of correcting entries previously made 
in error. In one instance, an entry for $551,193 was processed twenty- 
three times before it was finally corrected. 


— We came across instances where supervisors who had approved journal 
vouchers were unable to explain the purpose for the entries. 


— Approximately 380 journal entries of various amounts were processed 
to correct the computerized general ledger as at December 31, 1979. 


__ There were six sets of draft financial statements before the final financial 
statements were completed. The first draft was presented to us on April 
21, 1980 and the final statements on August 1, 1980. 


Although we appreciate that implementation of any new system is bound to 
have its problems, to prevent a recurrence of the preceding, we recommended that 
management: 


— identify areas where problems exist and provide additional staff, training 
or supervision to overcome these problems; 


—_ monitor closely the operation of the system by carrying out detailed 
checks on all relevant computer reports to isolate and resolve promptly 
all problems as they arise; 


— plan and agree on a firm timetable for the timely preparation of the year 
end financial statements in order to meet the reporting requirements of 
six months from the year end to the Legislature. 


The foregoing observations and recommendations were reviewed with officials 
of the Corporation. However, no formal report had been issued as at Septembet 
30, 1980, the date of this Report. Therefore, we are unable to present the Cor- 
poration’s views on the subject matter. 


3.11 Acquisition of Properties on Default of Mortgages, Ontario Mortgage Corpora: 
tion. The Corporation’s audited financial statements for the year ended Marcel 
31, 1980 are reproduced in Volume 2 of the 1979-80 Public Accounts. 
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During the year ended March 31, 1980 the Corporation acquired or had 

commenced legal action in respect of 473 units consisting of condominium apart- 

ments, townhouses, single family units, and an apartment building for a total cost 
of $29,808,121. These arose as a result of default by mortgagors. 





A breakdown of the method of acquisition during the year is as follows: 








No. of % of % of 

Housing Total Total 

Units Units Cost Cost 
Mer OL SAG Ce messes k,, 290 61 15,958,038 53 
OSS) a aes Ce Le 36 8 1,353,282 ) 
ha EAT leaallage CRIT ed Recs 5 tins ae play 31 12,496,801 42 
| 473 100 29,808,121 100 


| In a power of sale action the Corporation does not acquire title to the prop- 
erty but obtains a writ for possession when the property is occupied by the owner 
| or tenant. A writ for possession is not necessary when the property is vacant. 
While the mortgagor would be responsible for any loss on the eventual sale, he/she 
would not be entitled to a profit if there are other encumbrances such as a second 


| mortgage or liens. 
| In a foreclosure action, the Corporation acquires the property through a 
court action with no recourse against the mortgagor for any loss/gain upon event- 
ual sale. 


In a quit claim, the mortgagor applies to the Corporation to take back the 
‘property. If the Corporation agrees to do so, the mortgagor signs the title to the 
property over to the Corporation with no further recourse. 

Quit Claims 

We reviewed the policies and procedures with regard to quit claims by select- 

ing at random twenty-one files for review. 


The following is a summary of our findings: 


1. We could not find any written policies or guidelines set by the Board of 
Directors for accepting quit claims. 


2. We found guidelines dated September 18, 1978 set by the then Assistant 
| General Manager, Mortgage Administration, which stated that quit 
claims would only be accepted in three specified areas. Further: 


| 
| “While the acceptance of Quit Claims in other areas should not be 
| precluded, all requests must be reviewed by the Manager, or Asst. 
| General Manager, and prior approval received. 


“Generally, the criteria for accepting Quit Claims will be Loss of 
Income, which may be caused by any number of circumstances. 


| “Before presenting the request to management a full explanation 
must be provided by the borrower in writing, and a credit report ob- 
tained. The borrower should be advised that if the request is not 
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granted, and if the account is allowed to go into default, a Power of 
Sale action will be commenced, and the property sold by auction. If 
the monies realized by the sale are not sufficient to cover our debt 
and costs, then the Corporation will apply to the courts for a defici- 
ency judgement in the amount of the balance owing. 


“Notwithstanding the foregoing, it should be realized that legal ac- 
tions are very costly to the Corporation, and therefore discretion 
and judgement should be used in conveying the above policy to 
borrowers. 


“Finally, until further notice we will continue to accept Quit Claims 
on NHA and MICC insured loans.” 


We found another set of guidelines dated December 14, 1978 issued 
by the then Acting Manager, Mortgage Administration, which stated the 
following: 


“RE: Credit Reports 
In future, payment for Credit Reports required for consideration of 
requests to Quit Claims will be charged to the mortgagors’ accounts. 
Bills received by Accounts Payable will be forwarded to Administra- 
tion for payment. 


“Mortgagors outwith (outside) the designated areas of acceptance 
making requests to Quit Claim should be informed that it will be 
necessary to obtain credit reports and that the fees will be charged 
to their mortgage account.” 


We found no formal approval of either of the preceding September 
18 or December 14, 1978 guidelines by the Board of Directors. Manage- 
ment’s response to this was as follows: 


“It has not been the practice of OMC Board of Directors to 
provide detailed written policies or guidelines. The Board of 
Directors is kept advised of the activities of the Corporation 
through monthly Management Reports, special written reports 
and verbal reports. Some written reports contain recommenda- 
tions which the Board approves as submitted or as amended or 
rejects the recommendations. The approval or rejection does 
not always take the form of a formal resolution. 


“The Board of Directors has been kept advised of the various 
means through which OMC acquired properties. There is par- 
ticular reference to quit claim deeds in Minutes of Meetings 
held on November 18, 1976, February 17, May 5, June 16, 
August 4 and September 22, 1977, February 16 and March 2, 
1978, etc. At the meeting on November 2, 1978 a compre- 
hensive report was submitted to the Board —- Summary and 
History of Problem Projects — and it was reviewed in depth.” 


3. Out of the twenty-one files, we found that in ten cases the mortgagors 
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quit claimed even though there was no evidence that there was a drop in 
income. This is contrary to the policy statement issued on September 18, 
1978 referred to previously. Also we did not see any evidence that the 
Corporation considered taking legal action against those mortgagors who 
had sufficient income and/or assets to carry their mortgages. 


Management’s response to this was as follows: 


“The Audit Report does not specify areas where 10 quit claims 
deeds were taken though there was no evidence of a drop in 
income. There may have been other reasons, e.g. determination 
to abandon the unit whether the quit claim was accepted or not; 
or transfer for employment reasons and inability to sell.” 


In our opinion, if legal action is taken against those mortgagors who 
have sufficient income and/or assets to carry their mortgages, it would 
serve as a deterrent to other potential mortgagors who can afford to 
carry their mortgages but are planning to quit claim for other rea- 
sons. 


Management’s response to this was as follows: 


“The deterrent factor of a legal action is of a limited value only. 
The policy statement of September 18, 1978 was intended as a 
guideline and not to be adhered to without exception.” 


Our findings indicated that the Corporation has taken a lenient attitude 
towards mortgagors who apply for quit claims. In a meeting of the Board 
of Directors dated December 6, 1979 one member even suggested “that 
a look be taken at not accepting quit claims so readily, and to not allow 
people to walk away from their responsibilities.” 


Management’s response to this was as follows: 


“The Corporation has not taken a lenient attitude towards 
accepting quit claim deeds and, in fact, a number of requests 
for quit claim deeds have been refused. Where these are still 
being accepted, the main criterion is still: will it minimize losses? 
It is a Management decision as to which of the three methods is 
to be used. In cases of large projects, where other considerations 
apply and which involve additional complications, a report is 
submitted to the Board and Board’s opinion sought.” 


We noted three instances where credit reports were obtained on mortga- 
gors within the designated areas. We also noted that in two instances credit 
reports were not obtained on mortgagors outside the designated areas. 
The policy statement dated September 18, 1978 required that credit re- 
ports be obtained only in respect of properties outside the designated areas. 


Management’s response to this was as follows: 


“Even in designated areas quit claims are no longer accepted 
without question, and there was likely a reason why in three 
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instances credit reports were obtained as well as reasons why in 
two instances no credit reports were obtained for other areas.” 


Due to the continued acquisition of properties through quit claims, we recom- 
mended that the Board of Directors look into this area and develop a written 
policy with regard to quit claims. 


Multiple Unit Apartment Building 

The Corporation commenced legal proceedings by way of a power of sale 
action in January 1980 against a corporate mortgagor who had defaulted on a first 
mortgage of approximately $7 million. 


This action was recommended by the Board of Directors in their meeting 
held on December 6, 1979. The Board’s resolution stated that legal action be taken 
against the mortgagor if certain conditions were not fulfilled. The specified condi- 
tions were not met by the mortgagor. However, in February 1980, the property 
was acquired by the Corporation through a quit claim. 


We could not find any written evidence indicating that the quit claim action was 
approved by the Board of Directors, nor could we find any documentation indi- 
cating that the Board of Directors had authorized the discontinuance of the power 
of sale action against the mortgagor. 


Management’s response to this was as follows: 


“The Board of Directors was kept informed of all developments on this 
project either by written or verbal reports. It was the value judgement of 
the Management that O.M.C.’s interests were best served by the accept- 
ance of the quit claim deed, and as Board was aware of it, it was not 
considered necessary to pass a formal resolution approving the accept- 
ance of the quit claim. Once a quit claim deed had been accepted, the 
discontinuance of the power of sale of action was automatic as it is 
legally impossible to have title to the property and continue power of 
sale action.” 


The defaulting mortgagor had purchased the building from the original own- 
ers in December 1977. At the time of granting the mortgage to the original owners, 
the Corporation had obtained personal guarantees from the two principals. On 
the sale of the building and the assumption of -the mortgage by the defaulting 
mortgagor, the Corporation did not obtain a similar personal guarantee from the 
new principal although the net worth of the principal was known to the Corpora- 
tion. We could not find any documentation to indicate why the Corporation agreed 
to let the new purchaser assume the mortgage without giving a personal guarantee. 
The Corporation, instead, opted to continue the guarantees given by the two 
original principals of the building. 


We could not find any documentation to indicate that an investigation had | 
been carried out to determine the net worth of these two guarantors at the time: 
of continuation of the guarantees. However, by accepting the quit claim, the Cor- | 
poration lost the opportunity to file a claim for any losses against the guarantors. 
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We understood from Management that one guarantor has left Canada while the 
other now resides in another Province. 


Although the preceding comments have been reviewed with officials of the 
Corporation, no formal report had been issued as at September 30, 1980, the date 
of this Report. Therefore, we are not able to present the Corporation’s views on 
the subject matter. 


3.12 Report Made to Standing Public Accounts Committee Re Matters Pertain- 
ing to The Royal Ontario Museum. As covered in section 98 of our 1978-79 Re- 
port, a memorandum, dealing with matters related to the Museum’s Renovation / 
Expansion program and matters resulting from a general analysis of the Museum’s 
financial statements and budget, was reviewed in detail at meetings of the Standing 
Public Accounts Committee which were held on June 27 and 28, 1979. 


As a result of these meetings, the Standing Public Accounts Committee made 
the following conclusions and recommendations in its Report to the Legislature in 
December 1979: 


“The Committee concludes that the Ministry of Culture and Recreation has 
given insufficient attention to the financial affairs of the Royal Ontario Mu- 
seum. The Committee is concerned about the financial operations of the 
Museum in both its daily operations and capital requirements. 


“In general, the Committee recommends the Ministry become more involved 
in the financial operations of the Museum. Specifically, the Committee 
recommends that the museum not be permitted to proceed with capital 
projects without the approval of Management Board which should be re- 
sponsible for seeing that funds for the project are actually in existence before 
approval is given. 


“The Committee directs the Auditor to update his June 1979 report on the 
Royal Ontario Museum since the Committee expects to review progress in 
improving the financial affairs of the Museum as well as the current status of 
the expansion programme of the Museum in the immediate future.” 


The status of the general and specific recommendations contained in the 
second paragraph, as reported by the Ministry of Culture and Recreation, is con- 
tained in Exhibit 8 to this Report. 


Pursuant to the Committee’s final comment, an updated memorandum de- 
tailing the results of our review was tabled with the Committee on February 20, 
1980, and was reviewed in detail at a Committee meeting held on February 26. 
The Deputy Minister of Culture and Recreation, the Chairman of the Museum’s 
Board of Trustees and the Director of the Museum participated in this meeting. 


The Museum’s Renovation/Expansion program consists of the building of a 
new Curatorial Centre, new Terrace Galleries and the renovation of the Main 
Building (including construction work on the Planetarium Plaza). The total ap- 
proved budget cost for this program amounts to $44.25 million. This amount was 
essentially based on Volume 1 of the Final Planning Report for The Royal Ontario 
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Museum Renovation and Expansion Project, which was unanimously approved at 
the November 16, 1977 Board meeting. This amount also included allowances of 
$5.3 million for escalation (inflation) of construction costs and contingencies. 


Funds received or committed to December 31, 1979 (the date of our review) 
for the financing of this program amounted to $39.47 million, consisting of: 


$ (millions ) 
Grants (general, special and Wintario) from 
Province’ of Ontario 29234. 22k sear, 31.80 
Grant from National Museums Corporation ........ .10 
Privatevsector donations.2-4> P7228. AE. Savea ftom a 
39.47 


We understand that, subsequently, the Museum has received a commitment of up 
to $5 million from Metropolitan Toronto, under which the Municipality will con- 
tribute 50¢ for every private sector dollar collected by the Museum. 


By December 31, 1979, the estimated project capital costs had risen to $51.09 
million, an increase of $6.84 million over the approved $44.25 million budget cost. 
The main factor involved in this increase was stated as being higher than antici- 
pated inflation. 


At the time of our review and the Standing Public Accounts Committee meet- 
ing, the situation was that, unless additional funds became available from other 
sources in excess of the $44.25 million budget, “in order to remain within the 
approved budget, only the fabric of the Terrace Galleries, with certain limitations 
in access, escalators, lighting, heating and general finishing will be constructed. 
Public access will be available to the Ming Tomb area on the first floor of the 
Terrace Galleries. It was noted by the Project Director that, in order to provide 
such public access, further adjustments in other areas of the total project would be 
necessary.” 


Not included in the preceding budget are costs related to the final phase of 
gallery exhibit development, estimated (1978 dollars) to be $12.02 million. The 
timing of this development, which is conditional upon additional financing being 
available, indicated that at least $7.29 million was planned for the period from 
July 1981 to September 1988, with the remainder being expended during the 
period ending in April 1996. As at February 26, 1980, the date of the Standing 
Public Accounts Committee meeting, no firm arrangements had been made re- 
garding the financing thereof. 


Recommendations resulting from the Committee’s February 26, 1980 meeting 
could form part of the Committee’s final Report to the Legislative Assembly, 
which will likely be released near the end of the current year. 


3.13 Lack of Due Regard for Economy, Star Transfer Limited. As at December 
31, 1979, the assets of the Company totalled $7,435,649. Liabilities amounted to 
$6,768,674, while capital and retained income totalled $666,975. For the fiscal 
year ended December 31, 1979, the Company incurred a loss of $838,200. 
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Star Transfer Limited was incorporated as a private company on January 2, 
1951, and was subsequently purchased by the Ontario Northland Transportation 
Commission under an agreement dated J uly 11, 1960. Since that time Star Transfer 
Limited has operated as a wholly-owned subsidiary of the Commission, and has 
provided trucking service throughout northeastern Ontario. 


The following situations were reported on as part of our most recent audit of 
the Company. 


Leasing of Terminal Facilities 

In January 1979, the Company entered into a verbal agreement to lease its 
Toronto Terminal maintenance facilities for $55,800 per annum. The lessee also 
agreed to second the Company’s maintenance personnel and to service the Com- 
pany’s vehicles for a labour charge of $21 per hour. 


For the period from January 1979 to June 1979 the lessee paid the Company 
$24,645 for rental of the terminal and received $128,000 for maintaining the 
Company’s vehicles at the $21 per hour rate. On June 9, 1979 the Company 
terminated the arrangement with the lessee and subsequently the lessee filed a law- 
suit for breach of contract amounting to $1.3 million. 


Management advised us that prior to negotiating with the lessee, the Company 
called for tenders but none were received. The lack of open competition may ex- 
plain the low rental charge of $55,800 per annum, which represents a 3.0 per cent 
return on estimated investment while the Comnany is paving 10 per cent on 
moneys borrowed to construct the terminal. The Company also neglected to per- 
form a cost-benefit analysis to determine the economics of the arrangement with 
the lessee. 


It was our opinion that management did not exercise due regard for economy 
in its maintenance leasing dealings. 


Sale of Terminal 

In October 1979, the Company sold its Cochrane Terminal building and land 
for $31,400, approximating the 1975 appraised value of the land only. The build- 
ing was considered to have no value because of zoning restrictions. However, im- 
mediately after selling the property, the Company leased back part of the appar- 
ently valueless building for the 6 winter months for $4,800 to store four tractors. 
We were informed that the tractors need to be stored indoors because of severe 
winter conditions, and that storage facilities will be required every winter. 


| Again, in our opinion, these transactions were not economical. A building 
obviously needed by the Company was sold for virtually no consideration and then 
the Company leased back a part of it for an amount which gave the landlord an 
annual rate of return of 30 per cent, plus usage of the remainder of the facilities. 


| The preceding comments were included in our report of June 24, 1980 to the 
Company. We have no record of a reply as at September 30, 1980, the date of 
this Report. We are, therefore, unable to present management’s views on the 
Matters raised. 
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4 
COMMENTS ON INTERNAL AUDIT OPERATIONS 


4.1 Introduction. Internal audit has made a significant contribution to improved 
systems of financial and management control in the Government of Ontario. It has 
the potential to make an even greater contribution in the future. To understand 
the full potential of internal audit, it is useful to look at this important function in 
terms of three objectives. 


The first objective is to provide the assurances which deputy ministers and 
heads of agencies require with respect to major financial systems including the 
information which is contained in consolidated reports of the government itself. 
Secondly, internal audit represents an information system for the deputy ministers, 
the heads of agencies and senior managers and all other levels of management. The 
third objective can be summed up in the words “bringing about change”. The audit 
process itself results in change. Audit reports bring potential improvements to the 
attention of management. Additionally, the salutary or deterrent effect of an audit 
results in changed behaviour of everyone who knows that their work may be audited 
in future. 


The extent to which internal audit achieves these three objectives is a meas- 
ure of its effectiveness and determines the degree to which the Provincial Auditor 
is able to rely thereon. 


In the past year the Provincial Auditor carried out an indepth review of 
internal audit operations in all operating ministries and certain agencies audited by 
the Office. Memoranda containing our observations and recommendations were 
sent to the deputy ministers of the ministries and the chairmen or chief executive 
officers of the agencies. Meetings were then held to review the memoranda and 
explore possible courses of action. 


We feel that in reviewing the present state of internal audit in the Government 
of Ontario, it is important not to overlook the progress made in the last decade. It 
is only ten years since the Committee on Government Productivity recommended 
that the Provincial Auditor no longer be required to “pre-audit”, i.e. examine 
requisitions for expenditure of funds within approved appropriations before cheques 
are issued. This change, legislated in 1972, placed a commensurate responsibility 
on ministries to upgrade their financial control systems and their internal audit 
functions. This responsibility was defined and enunciated in the Basic Statement 
of Accounting Policy issued by the Treasury Division in 1974, by which time all 
ministries had become eligible to operate on the new “‘post-audit” basis. 1977 saw 
the issue by Management Board Secretariat of its “Statement on Operational Re- 
view and Auditing. . . .” In April 1978. The Audit Act, 1977 came into force, 
giving effect to significant changes in the mandate of the Provincial Auditor and 
raising new implications for ministries and their internal auditors. 


4.2 Purpose and Scope of Review. 


Purpose of Review 


The purpose of our indepth review of internal audit operations was to assess | 
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the efficiency and effectiveness of each internal audit branch, to determine the 
extent to which the Office can rely on the work of internal audit, and to obtain 
detailed information for this, a government-wide commentary on internal audit. 


In order to ensure that auditing within government is carried out economically 
and without duplication, the Office of the Provincial Auditor has adopted the posi- 
tion that wherever possible it will rely on the overall internal audit process within 
a ministry or agency. This approach should allow the Office to reduce the scope 
and extent of its work and permit it to concentrate attention on major systems 
where weaknesses have been identified. 


This approach should also result in more time being available for the review 
of government-wide issues including procedures and systems which affect more 
than one ministry or agency, high risk areas of significance to the government as a 
whole, new developments and intergovernmental transactions. 


This approach, therefore, necessitates that the Provincial Auditor first be ina 
position to decide upon the degree of reliance to be placed on internal audit. Such 
a decision, ministry by ministry and agency by agency, calls for a review of the 
nature just completed. 


Scope of Review 


Eighteen ministries have internal audit branches, three of which provide audit 
Services to one or more other ministries. The size of these branches varies from 
two full-time people with some part-time assistance to one hundred and fifty 
people. In most cases all staff are located in Toronto, but in the case of two minis- 
tries internal audit have branch offices located throughout the Province. Internal 


audit departments of the agencies we reviewed similarly range in size from one to 
fifty. 


The total cost of internal audit is currently estimated at $12 million per 
annum. There is no single yardstick which can be used to assess the ideal size of 
internal audit in the case of any one ministry or agency. Relative size in relation 
to revenues, expenditures and assets represents one reference point. The nature of 
expenditures — salaries, operating expenses and transfer payments — must also be 
considered. Transfer payments represent over 70% of government expenditures, 
and vary widely in terms of the methods of program administration and funding. 
Some such payments are presently being subjected to a great deal of audit while 
others are being subjected to none or very little. 


In the past, internal audit has devoted a substantial amount of time to the 
audit of district and regional offices particularly where these offices have had re- 
sponsibility for collecting revenue and processing payments. Another consideration 
has been the number of ministry-related Crown agencies which have been subject 
to audit. In the case of five ministries these have required a high percentage of 
audit time. 


New and reorganized programs and systems have a significant impact on the 
required level of audit resources. Increasing awareness by management and audi- 
tors of the risks inherent in certain systems and programs heightens the need for 
multiple yardsticks to assess audit needs, priorities and resources. 
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4.3 Methodology. Our review of each ministry started with a meeting with the 
Deputy Minister (or, for agencies, the Chief Executive Officer) to explain our 
objectives and approach. At this time we obtained the Deputy’s perception of his 
internal audit branch and the extent to which it was meeting his needs. We also 
agreed on a list of senior officers whom we would interview to obtain further views 
on the Ministry’s internal audit requirements. : 


After meetings with Assistant Deputy Ministers, Executive Directors, the 
Director of Finance and Director of Audit, we examined a sample of reports and, 
where available, the audit mandate or terms of reference. We reviewed the overall 
planning process and the planning and conduct of specific assignments. We studied 
working papers, questionnaires and audit manuals where available. We particularly 
directed our attention to the adequacy of audit terms of reference, the overall 
planning process, professional resources and the reporting process. We examined 
the organization of audit branches and relationships with the Deputy Minister and 
other members of senior management. 


After we had drafted our memorandum, we discussed our findings and recom- 
mendations with the Director of the Audit Branch and sent the memorandum to- 
gether with a covering letter to the Deputy Minister. In this covering letter we 
pointed out that some of the issues related to his responsibilities as senior adminis- 
trative officer and requested an opportunity to meet with him for a full and frank 
discussion before he decided on a course of action or sought the reaction of his 
staff. We expressed the view that a meeting of this kind would give us a chance to 
answer his questions and lead to an exploration of the various courses of action 
open to him. 


In addition to our examination of individual ministries and agencies, we had 
meetings with the Executive and Chairman of the Ontario Public Service Internal 
Auditors’ Council (OPSIAC). We reviewed a copy of the charter of OPSIAC and 
a list of its current activities. 


We also had several meetings with the Secretary of the Management Board 
Secretariat and senior members of his staff. These meetings gave us an opportunity 
to discuss our overall findings and conclusions and to learn about the current acti- 
vities presently being undertaken through the Management Standards Project and 
the Task Force on Audit Policy. 


We met with the Director of the Personnel Audit Branch of the Civil Service 
Commission to understand his particular function and assess its significance im 
terms of the government’s overall audit requirements. We also met with senior 
officials of the Ministry of Treasury and Economics and the Ministry of Inter- 
governmental Affairs in order to learn about the studies presently being undertaken 
by these ministries with respect to the audit of municipalities. 


4.4 Summary of Findings. Generally speaking, our findings are applicable to both 
ministries and agencies. However, the main focus of our review was on the former. 
For ease of presentation, therefore, we have referenced our findings for the most 
part to a ministry setting. 
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We have identified a number of issues which wil] require attention before we 
_ will be in a position to place reliance on the overall audit process in individual 
_ ministries, but we have also found many examples of recent developments and 
_ activities which contribute to a high level of optimism, for the future. 


- Overall Conclusions 


Internal audit is widely perceived as having major potential to contribute to 
overall management effectiveness — indeed, to be a vital element of the account- 
ability process for which every minister and deputy minister is responsible. We 
have found that internal audit, in general, is not yet fulfilling such a role and is 
significantly short of achieving its true potential. Further, and more serious, not 
only do we find ourselves unable to rely on internal audit in many cases, but we 
question the extent to which many deputy ministers are justified in placing reliance 

on their own internal audit functions. Above all, while individual ministries and 

their internal audit branches must shoulder some responsibility for this state of 
affairs, we find that there has been inadequate support at a central agency level for 
the development of the internal audit function in the government as a whole. 


In many ministries we found that internal audit was Operating without ap- 
proved or published terms of reference. Where there were terms of reference they 
were frequently ambiguous or out of date. Generally speaking, internal auditors 
have failed to develop an appropriate definition of the audit universe and have not 
had an adequate process for determining audit priorities. Many internal auditors 
are not preparing periodic reports which provide Deputy Ministers with adequate 
‘summary information or overall assurances. Because of the present confusion re- 
‘garding the objectives of internal audit in many ministries and deficiencies in the 
planning and reporting processes, we have been largely unable to assess the effec- 
tiveness of internal audit and we are able to place reliance on the overall audit 
‘process in only one ministry. 


We are, however, able to place reliance on the audits of specific functions and 
responsibility centres and on specific detailed procedures carried out by many 
‘internal audit branches. Unfortunately, much of the audit emphasis has been 
devoted to areas of relatively low importance in terms of dollars or risk. 


| In a number of instances we found that the work of internal audit was being 
carried out efficiently, but we also found instances where lack of clearly defined 
objectives, poor organization and inadequate budgeting or time reporting systems 
‘Were contributing to excessive costs relative to levels of service and results 
achieved. 

: In some ministries we found internal audit was performing what are in fact 
line management and financial control functions. In other cases, it was devoting 
a Significant proportion of time to the audit of transfer payments to agencies, in- 
cluding detailed examination of their books and making decisions on the eligibility 
of their expenditures. 


| We have not attempted to evaluate the management of any ministry. In our 
conversations with Deputy Ministers, however, we have made it clear that internal 
audit is a Deputy Minister’s responsibility and we have expressed the view that 
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effective internal audit depends on Deputy Minister involvement and support. 
Those Deputy Ministers who had not seen internal audit as one of their important 
responsibilities may have been surprised at the position we have taken. 


We believe that internal audit will be effective if it develops a ministry-wide, 
management perspective and Deputy Ministers will derive the greatest benefits by 


expecting this from internal audit. 


Examples of Positive Findings 

First and foremost we have been impressed by the interest, commitment and 
understanding of Deputy Ministers. This was evident at our initial meetings when 
they described their internal audit branches and the reliance that they were placing 
on them. It was evident from the close working relationships which have built up 
between several Deputy Ministers and their audit directors. And it was evident from 
the reactions to our recommendations, particularly those related to the need for 
clear terms of reference and the need to seek out the views of senior management 
in setting audit priorities. There was a good appreciation of the need for “systems 
based” auditing. 


Secondly, we have met professionals at both the management and field 
auditor levels who are carrying out their assignments, many of considerable com- 
plexity, in a thoughtful and helpful manner. They have been able to bring about 
significant improvements by working with line managers and at the same time 
meeting their reporting responsibilities to the Deputy Minister. Many internal 
auditors have been playing an important training and educational role by helping 
people in branch offices interpret and apply government policies and directives. 


Thirdly, we found examples of excellent audit manuals which had been pre- 
pared to provide guidance on a wide range of subjects including reporting, flow- 
charting, statistical sampling, interviewing techniques and operational auditing. We 
believe these manuals have made a significant contribution to the quality of in- 
ternal auditing. 


Fourthly, we found a number of internal audit branches which have been 
carrying out special investigations on behalf of senior management. There is always 
a tisk that special assignments of this kind will divert internal audit’s attention 
from its primary objectives. On the other hand, we believe that significant benefits 
have resulted when management has asked internal audit to investigate areas where 
there were indications of conflict of interest, fraud or mismanagement. Even in 
cases where suspicions are proven to be unfounded, substantiation of this fact 
restores management’s confidence in a particular operation. 


Finally, we found there was a high level of knowledge and interest apparent 
in our interviews with Assistant Deputy Ministers, Executive Directors and other 
ministry officials. Many had a good appreciation of the potential benefits of internal 
audit. They were most anxious to discuss the nature of their responsibilities and 
explore ways in which internal audit could be of assistance to them. 


. 


4.5 Detailed Findings and Commentary. We next present details of our major 
findings relating to individual ministries and agencies under the four headings — 
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terms of reference, planning process, professional resources and communication 
— which we believe must be addressed if our Office and indeed deputy ministers 
are to be in a position to place reliance on ministry internal audit branches. We also 
present further commentary on each area of our detailed findings. 


Terms of Reference 


— In many ministries we found that there were no approved terms of refer- 
ence for internal audit. 


— Where terms of reference had been issued, they were frequently ambigu- 
ous and out-of-date. In many cases, the ambiguity related to responsibility 
| for auditing agencies funded by ministries. 


— There appeared to be little or no appreciation of the benefits to be gained 
through participation of senior management in the process by which terms 
of reference are developed. 


Frequently, these deficiencies have contributed to situations where there were 
Significant discrepancies between the needs and expectations of management on the 
one hand and the activities and reports of internal audit on the other. 


In one ministry the “objectives” of internal audit provided for a broad scope 
of audit coverage. The “responsibilities” on the other hand referred to the need to 
‘conduct “financial audits”. In other cases, there was considerable confusion be- 
tween the roles and responsibilities of program evaluation and of internal audit. 


Where terms of reference had been issued prior to the enactment of The 
Audit Act, 1977 the scope of coverage frequently did not include provisions for 
the audit of management control systems relating to economy, efficiency and effec- 
tiveness (sometimes referred to as value-for-money or program auditing). 


| Assistant deputy ministers, executive directors and other ministry officials 
Showed a high level of interest in the process of developing terms of reference. 
Some had a good appreciation of the potential benefit of internal audit but this was 
by no means universal. Most were anxious to discuss the nature of their responsi- 
bilities and explore ways in which internal audit could be of assistance to them. 


Y 


‘There was not, however, complete understanding of the specific roles and responsi- 


bilities of their internal audit branches. 

| 

Planning Process 

| — In some ministries we found that major programs and large EDP systems 
had never been audited. 


— In most ministries the planning process failed to give specific recognition 
| to the need to develop appropriate criteria for the ranking of audit priori- 
ties. Frequently, internal audit had not attempted to obtain the views of 
| senior management. 


— In many cases plans which had been prepared provided no explanations 
as to why some programs and systems had been selected other than refer- 
ence to the three year mandatory cycle for “financial audits”. 
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We frequently found that a disproportionate amount of time was being de- 
voted to the audit of relatively small, low risk programs and systems including 
accountable advances, travelling expenses and long distance telephone charges, and 
that significant programs, payments and systems were being virtually ignored. 


In one particular Ministry we were pleased to see that formal criteria had 
been developed and senior management had been asked to identify priority areas, 
The responses from management in this instance referred to a number of risks and 
risk-related considerations, including the possibility of client and employee fraud, 
level and quality of supervision, physical distance, compensating controls and the 
involvement of other auditors. 


Frequently, plans gave no indication as to why apparently significant pro- 
grams or systems had been excluded or included, and made no reference to relative 
materiality, i.e. dollar expenditures. Many failed to disclose the date of the last 
audit or the nature of findings where relevant. 


Professional Resources 
__ There was a widespread lack of understanding by internal auditors of the 
need to examine financial and management systems including the prepara- 
tion of flowcharts in order to identify control weaknesses and potential 
risks. 


—— We found examples of excellent audit manuals. In many ministries, how- 
ever, no manuals were available. 


__ In some ministries we found that the time spent on individual assignments 
was greatly in excess of budgeted estimates and seemed to be out of pro- 
portion to the benefits which might be expected. 


—. In most ministries we found that the audit staff were conscientious, 
knowledgeable and energetic with professional qualifications and experl- 
ence suitable for the work they were doing. 


_— Several ministries expressed concern about the resources and expertise 
available to audit EDP systems. We share this concern. 


We frequently commented that staffing and organization of audit branches 


would need to be reassessed after terms of reference had been established and > 


audit priorities determined. 


Standards for the Professional Practice of Internal Auditing in the Govern- 
ment of Ontario have been issued by the Internal Auditors’ Council. These are an 
adaptation of the standards issued by the Institute of Internal Auditors, Inc. We 
believe they will provide all internal auditors with a basis for assessing and im- 
proving the management of their branches and ensuring that their practices and 
procedures are appropriate in today’s environment. 


The quality of working papers varied widely from one ministry to another. 


In many cases audit files were well organized and fully supported audit findings 


and recommendations. In other cases we noted a number of deficiencies including, 
situations where audit objectives had not been clearly stated and audit programs | 
had either not been prepared or signed off as evidence of work done. | 
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| Internal auditors in most ministries have attended a wide variety of seminars, 
‘courses and workshops. The practical value of much of this training is question- 
able, first as to its relevance, secondly, as to its effectiveness, thirdly as to the 


extent to which newly-acquired knowledge and skills are applied on the job after- 
wards. 











Although several internal audit branches had EDP audit specialists, many 
did not have the skills required to review controls in computer systems, either 
existing or under development, or to make use of the computer to assist them in 
carrying out their audits. 


; . . . eee 
| Most internal audit branches were maintaining adequate systems for report- 


ing audit time and controlling assignments. In one case we found that global time 


‘estimates were being developed for major projects but these were not allocated 
to individual assignments. 


In some cases where internal audit was carrying out extensive examinations 
of underlying documents, the same or improved results could have been achieved 
through the use of statistical sampling. 


Communication 


— Generally speaking significant matters are being reported to deputy 
ministers and agency heads. There are situations of serious concern, how- 
ever, where deputy ministers and agency heads are not receiving reports 
of significant audit findings. 


— In many cases we found that the format, detailed content and length of 
audit reports obscured significant findings and recommendations. Internal 
audit has not always taken the responsibility for thinking through the 
importance of its findings and highlighting those which are most signifi- 
cant. 


— Frequently, reports do not provide deputy ministers with overall assur- 
ances in areas audited nor do they draw together various audit findings 
and present them in a ministry-wide perspective. 


— In some cases the wide distribution of reports has made it difficult for the 
recipients to know what action, if any, is expected of them. This has re- 
sulted in confusion and unproductive efforts. 


— We found several ministries and agencies where there has been inadequate 
communication to program and administrative staff about the role of 
internal audit. 


) AUDIT REPORTS ON SPECIFIC ASSIGNMENTS 

_ We found that in almost all cases the reports prepared after the completion 
f individual audit assignments were either addressed to the Deputy Minister or 
opies were being sent to the Deputy Minister. Frequently these reports included 
xecutive summaries or overviews highlighting significant findings. They usually 
icluded specific recommendations designed to correct deficiencies which had been 
lentified. In many cases internal audit had established follow-up procedures de- 
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signed to obtain management responses to their recommendations. These responses — 


were either included in the reports themselves or summarized and reported at a 
later date. 


Because of the large number of reports and extensive detail included therein, 
+t was often difficult for the Deputy Minister to identify those issues which required 
action on his part. We found many examples of reports where the objectives of the 
audit were either not set out or were unclear. Conclusions were frequently incon- 
sistent with the objectives and/or findings. In some cases overall assurances were 
provided but this was the exception. 


b) PERIODIC OR SUMMARY REPORTS 

Basic Statement of Accounting Policy No. 9 issued by the Ministry of Trea- 
sury and Economics requires that “A schedule of internal audits should be pre- 
pared each year with an annual report being submitted to the Deputy Minister, 
indicating actual coverage and results”. 


Although annual reports are being prepared by many internal auditors, we 
found instances where this was not the case. 


Several audit branches are now providing periodic (e.g. quarterly) reports to 
Deputy Ministers and audit committees summarizing audit activities compared to 
plans and giving an overview of significant findings and results of audits. 


c) TERMS OF REFERENCE 

We found several instances where internal audit terms of reference were 
inadequately communicated. This contributed to considerable ambiguity and mis- 
understanding concerning the role and responsibilities of internal audit, and was 
reflected in our discussions with both senior management and audit branch per- 
sonnel. 


4.6 Recommendations to Ministries and Agencies. We now present examples of 
the recommendations we made most frequently and consider to be the most im- 
portant in each of the four areas under which our findings have been described. We 
also provide additional points for consideration in each area of recommendation. 


Terms of Reference 


—— We recommend that terms of reference be established and published 
through a process which will ensure input from and understanding by 
senior ministry and agency management and by audit branch managers. 
This process should take into account the needs of the deputy minister, 
heads of agencies and central agencies. 


__ We recommend that the terms of reference be reviewed and clarified. We 
further recommend that the independence of the internal audit function 
be maintained at all times. 


— We recommend that audit objectives be developed under three headings: 
Assurance, Information and Change. We believe that the role of internal 
audit can be relatively broad without in any way infringing on the re- 


sponsibilities of management. This role might, for example, include an — 











| 
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assessment of all processes, systems and procedures of management, 
electronic data processing, administrative and other support functions. 


— We recommend that consideration be given to including, in the scope of 


audit, provisions similar to those contained in section 12(2) (f) (iv) and 
(v) (value-for-money provisions) of The Audit Act, 1977, as amended. 


— We recommend that the Ministry terms of reference stress the need for a 


systems-oriented approach to internal auditing. 


KEY CONSIDERATIONS 


We believe that the following issues should be considered when developing 
new or revised terms of reference. 


— Clear definition of scope of audit. This is frequently referred to as the 


audit universe. The Audit Act, 1977, as amended, provides the Provincial 
Auditor with a broad mandate and for this reason, if no other, ministries 
and agencies should consider all systems and functions for inclusion in the 
audit universe. 


Reporting responsibilities to Deputy Minister and other members of 
management. These might, for example, be defined in terms of manage- 
ment needs for assurances with respect to major financial systems, de- 
tailed reports and executive summaries relating to specific programs or 
operations, summary reports commenting on ministry-wide or agency-wide 
issues and periodic reports setting out major developments and achieve- 
ments. 


Responsibility of internal audit to examine and report on systems and 
processes. The credibility and effectiveness of internal audit will be jeop- 
ardized if it puts itself in the position of questioning or second-guessing 
the decisions of management. This involves drawing a clear line between 
the responsibilities of internal audit to examine and report on the one 
hand and the responsibilities of program management, financial manage- 
ment and those who carry out program evaluations on the other. 


Internal audit’s responsibilities for the audit of Crown agencies and the 
Process for reporting thereon. In some cases, agencies which have their 
own boards of directors and report to the minister will be part of the audit 
universe. Where an agency has its own internal audit function there may 
still be a need for a ministry audit to determine that the ministry’s in- 
terests are being protected. The auditor may have a primary reporting 
relationship with the board of directors with secondary reporting relation- 
ships to the minister and deputy minister. 


— Role of internal audit regarding the-development of new policies, systems 


and procedures. Both manual and EDP systems development create situa- 
tions where internal audit must be involved — sooner, not later — in the 
development process. These situations pose a special challenge to the 
auditor’s need for objectivity. 


— The role of internal audit in relation to requests from management to 
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carry out special assignments and investigations. Care needs to be taken 
that such assignments neither unduly interfere with previously planned 
audit operations nor are inappropriate or prejudicial to the auditor’s role. 


— Rights of access by internal audit to information, records and personnel. 
Auditors and those who work is subject to audit need to be clear about 
the auditor’s authority to obtain the information which, in the auditor’s 
opinion, is required to perform the audit. Auditors’ rights of access must 
be adequate and indisputable. 


CONTRACT AND COMMITMENT 

One way to understand the importance we place on clear terms of reference 
is to think of them as a contract between the organization and internal audit. They 
should set out what each party can do to help the other and what each can expect 
from the other. Like all significant contracts they should be reviewed periodically 
and renegotiated in the light of changed circumstances, changed needs and changed 
parties. 


We believe that the process by which this contract is developed can result in 
a high degree of commitment to internal audit. By providing both management and 
members of the internal audit branch with opportunities to make suggestions and 
ask questions the terms of reference will have the necessary understanding and 
support. The terms of reference should sell the benefits of internal audit, not only 
to management but also to everyone whose work may be subject to audit. Everyone 
in a ministry should be able to take pride in the effectiveness of the management 
systems and the role of internal audit in contributing to this effectiveness. 


Where ministries include descriptions of the internal audit role and responsi- 
bilities of their internal audit branches in their annual reports they should ensure 
that these descriptions are consistent with their terms of reference and reflect the 
scope of work actually being conducted. 


AUDIT COMMITTEES 


A number of ministries have audit committees. We believe that the effective- 
ness of these committees can be improved by clarifying their roles and responsi- 
bilities. 


We have not recommended audit committees where none exists at the present 
time. Even where there is an audit committee we believe it is essential for the de- 
puty minister to have occasional informal meetings with the director of internal 
audit. A relationship of mutual respect and trust between the Deputy Minister and 
Director of Audit can only evolve through personal contact from time to time. 
Subjects for discussion might include planning and scope, unresolved issues, and 
level of professional resources. 


Deputy ministers also have to avoid the dangers of improperly relinquishing 
to audit committees their personal responsibility for audit, or allowing audit com- 
mittees to obscure or filter out information and issues which need to come to the 
direct attention of the Deputy Minister. 
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_ Planning Process 


— We recommend the establishment of an annual process for defining or 
updating the audit universe and setting priorities, based on an assessment 
of costs, benefits and risks. The resultant plan should reflect the needs 
and expectations of senior management and what can reasonably be 
achieved with available resources. 


— We recommend regular reports which compare the work actually carried 
out with plans which have been submitted, together with an explanation of 
significant variances. 


— We recommend that provision be made for the time which may be re- 
quired to carry out special investigations and requests. (A director advised 
us that he spent about thirty per cent of his time in the past on such 
assignments. ) 


— We recommend that realistic audit time estimates be developed in the 
light of clarified audit objectives and related programs. 


— We recommend that the Audit Committee review and approve the pro- 
posed planning process, provide input during the development of Branch 
| plans, and submit comments on overall Branch plans before these are 
approved by the Deputy Minister. 


No STANDARD PROCESS 


Because ministries and agencies differ significantly in terms of size, the nature 
of their programs, number or variety of related Crown agencies, geographical dis- 
persion, quality of controls, complexity of operations and nature of risks we believe 
‘it is essential that each develop a planning process which is appropriate to its par- 
‘ticular circumstances. The following issues should be considered in developing the 
planning process and the plan itself: 


— Development of a detailed audit universe reflecting the scope of audit 
as set out in the terms of reference. Consideration should be given to all 
programs and systems including planning processes, financial manage- 
ment, personnel management, electronic data processing, administrative 
and support programs. As previously stated, the conduct of program 
evaluations is usually not regarded as an internal audit role, but the pro- 
gram evaluation function itself should be considered for audit. 


— A process for setting priorities based on an assessment of costs, benefits 
and risks and ongoing dialogue with senior management. 


| — Where there is an audit committee, time should periodically be set aside 
for a free flowing discussion so that everyone has an opportunity to raise 
their concerns. This may well result in new perspectives and reassessment 
of audit priorities. 


— Continually updated one-year and three-year plans and regular reports 
comparing work actually carried out with agreed upon plans. 


| — The plans themselves should be prepared before commencement of the 
planning period and where appropriate should include: 
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° Specific objectives for each assignment. These should be discussed with 
senior management before commencement of the actual work. 

° Time estimates with supporting details where these involve significant 
commitments of resources. 

° Cut-off points where there is reason to believe that a preliminary sur- 
vey might indicate that a full scale audit cannot be justified. 

° Explanations regarding the inclusion or exclusion of various programs 
and systems, including relative size, i.e. dollar expenditures and date of 
last audit. 


SHARED RESPONSIBILITY 

There has been considerable confusion regarding the responsibility for audit 
where two or more ministries share the responsibility for a particular program or 
system. For example, an expenditure or revenue program may be administered by 
one ministry on behalf of another ministry which is ultimately accountable therefor. 


Another example is the government’s large scale computer systems which are 
operated on a service centre basis. Ministries depend on these systems to process 
some or all of their major applications. 


There are, of course, important audit procedures relating to input and output 
controls which can be carried out within the client ministries. These procedures 
must, however, be coordinated with the procedures carried out by auditors who 
have access to the service centres themselves. There is a need for both formal and 
‘nformal communication between these two audit groups if the deputy ministers of 
the client ministries are to receive the assurances they require. 


Professional Resources 


__ We recommend the development of an audit manual. The manual should 
include a clear statement as to how internal audit intends to carry out its 
terms of reference. It should provide a sound basis for planning, con- 
ducting and reporting on audits and guidance on the consistent application 
of auditing standards. 


—— We recommend that internal audit develop realistic time budgets for each 
assignment and monitor actual time and variances throughout each assign- 
ment. This should be documented and reported together with explanations 
for all significant variances. 


— We recommend that internal audit organize in-house training to encoutf- 
age greater use of flowcharts and statistical sampling. 


— We recommend that the staffing requirements of the Branch be reassessed 
in the context of clarified terms of reference and an updated plan for the 
next three years. This should ensure that the professional resource require- 
ments are based on agreed audit needs and priorities. 


_— We recommend that consideration be given to selecting one of the auditors 
presently on staff for development as an EDP audit specialist. 


— We recommend regular staff meetings for reviewing current developments 
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in the operations and policies of the ministry and its agencies, as well as 
discussions on matters related to audit planning, activities and procedures. 





— We recommend a thorough examination of the Branch’s organization, 
staffing, planning, standards and methods. 






COMPUTER SYSTEMS 


| We believe ministries should give consideration to selecting one or more 
auditors presently on staff for development as computer audit specialists and sup- 
plementary arrangements be made for outside consulting assistance and on-the-job 
training where required. Consideration should also be given to opportunities for 
making use of “inside” assistance from those internal audit branches which cur- 
rently have EDP audit capabilities. 


SYSTEMS KNOWLEDGE IN AUDITING 


Auditing standards have long emphasized the importance of analysing the 
system of internal control as a basis for reliance thereon. A primary objective of 
all internal auditing is to acquire an understanding of the “system”, be it financial, 
operational or management. Managers are more and more asking internal audit to 
help them improve their “systems”. When errors or problems are identified the 
auditor has a responsibility to report not only what happened, but also why it hap- 
pened and what can be done to prevent a recurrence. Many auditors have failed 
to look at their findings and put them into an overall context or framework. 





The following quotation from our memoranda serve to illustrate: 


1. “There is no process for ensuring that major systems weaknesses, if any, 
are identified and reported to senior management.” 


2. “In some cases the auditor had not identified the strengths and weaknesses 
in the systems as a basis for carrying out additional verification pro- 
cedures.” 


3. “Internal audit has been unwilling . . . to synthesize the results of its work 
from an overall management perspective, or to summarize findings and 
issues common to several reports over a period.” 


The auditing profession has only recently recognized the importance of syn- 
hesis. There is an increasing demand for auditors who can help management put 
heir findings into an overall perspective, that is, “put the pieces back together 
\gain”. Instead of just trying to understand systems by taking them apart, they 
ook at them as part of larger systems. The auditor should visualize the full impli- 
‘ations of any one recommendation on the overall system. 


| When talking to senior managers about reports which they had received from 
nternal audit we heard continual reference to the word “context”. “If the auditor 
iad only come to see us before issuing his report we could have given him infor- 
nation which would have helped him put his findings in context. There are aspects 
if this program which are not completely understood even by our people.” Fre- 
uently, senior managers commented on how useful it would have been to meet 
vith the auditor before he started his work so that they could provide their overall 
‘erspective. 


| 
| 


| 
| 
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We are not suggesting that there is one right way to look at or understand an 
organization. There are many relevant and important perspectives and the auditor 
must develop a multi-dimensional view. He can start to accomplish this by focus- 
sing on objectives at each stage of his audit. This includes being clear on his overall 
objectives (output) as set out in his terms of reference; it means developing specific 
objectives for each assignment, it means getting a good understanding of the ob- 
jectives of the organization he is auditing as well as the objectives of the specific 
sub-system (e.g. payroll function) which he is examining; it means having an 
understanding of the external environment in which the organization is operating. 


In one ministry we found that procedures were being developed for the exam- 
ination of a new grant program which would have involved hundreds of separate 
audits of the records of grant recipients. Little consideration, however, had been 
given to the need to first examine the ministry’s overall system as a basis for deter- 
mining the extent and nature of detailed auditing of individual recipients. 


In the past auditing has involved only looking at transactions, rules, pro- 
cedures, books and accounts. In the future the emphasis will move to examination 
of planning, organizational objectives and results, and frameworks which take into 
consideration informal systems as well as formal systems. 


DIRECTION AND LEADERSHIP 

There are a number of effective leaders holding the position of internal audit 
director. We also met people at all levels within the internal audit community who 
have in our view significant leadership potential. The leadership qualities which we 
have identified are as follows: 


— ability to develop high trust relationships with all levels of management; 


— knowledge of professional standards and a highly developed sense of pro- 
fessional judgement; 


— ability to inspire, motivate and train through direct involvement in specific 
assignments; 


— courage and self-confidence to tackle new problems and take firm posi- 
tions when required; 


— thorough understanding of the systems of government, and of the realities 
of the worlds of financial and program management, 


— systems knowledge and perspective in auditing. 


During the course of our review we found numerous situations where cap- 
able internal audit directors were performing well below their potential. Frequently 
this was a result of a failure to develop appropriate organizational relationships 
and lack of informal support systems for themselves and their staff. 


The role of the internal auditor, like that of many managers in government, 
is characterized by considerable uncertainty and ambiguity regarding both goals anc 
accomplishments. The elapsed time from taking action to seeing results must ofter 
be measured in years rather than weeks or months. It is for this reason we believé 
that “support” is a most important ingredient for a successful audit operation 
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“Support” involves relationships with Deputy Ministers and senior management 
through ongoing dialogue and the formal planning process, contact with peers such 
as in the Ontario Public Service Internal Auditors’ Council, and cohesive relation- 
ships within the audit branch itself. The need for objectivity and independence does 
rot mean that auditors must carry out their extremely demanding assignments 
without the help and support of those around them. Finally, “support” can mean 
javing a sense of central agency direction and commitment — this is discussed in 
section 7, “Government-wide Issues and Recommendations”. 

| 





Communications 
| — We recommend that the reporting process and report format be examined 
| and redefined to ensure that: 

l 


| audit objectives, scope, findings and conclusions are clear and mutually 
consistent; 


* the reporting process results in timely action by management; 
* there is follow-up by internal audit; 
* the content and format of reports add to the credibility of internal audit. 


— We recommend that the Deputy Minister be provided with periodic re- 
ports as a basis for reliance to be placed on internal audit. These should 
include a comparison of achievements with plans and summaries of major 
recommendations. The Deputy Minister should meet with the head of 
internal audit after receipt of each such report to clear up possible mis- 
| understandings, deal with unresolved issues, assess progress and agree on 
plans for the future. 


— We recommend that the terms of reference be distributed to everyone 
whose work may be subject to audit. Consideration should be given to a 
communication program which would provide staff with an opportunity to 
ask questions and ensure that they understand the role and responsibilities 
of internal audit. 


XEPORTS ON INDIVIDUAL AUDITS 


_ We believe that internal auditors must attempt to gain a greater understanding 
f the needs and responsibilities of various levels of management. This is essential 
‘they are to have a sound basis for deciding which matters should be reported to 
‘Togram managers, financial managers, other functional managers and senior 
lanagement. In one instance we found that individual reports were being sent to 
even different people in addition to the Deputy Minister with no clear indication 
s to who should be taking action. In other instances reports which included 
bservations on financial systems were directed only to program managers. 


| The scope and objectives of each audit should be carefully explained so that the 
xtent and nature of the work carried out can be readily understood and assessed. 


Reports sent to the Deputy Minister should make it clear whether: 


(a) He can place overall reliance on the systems examined. Internal audit 
should, wherever possible, issue reports which provide overall assurances 
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with respect to major financial systems such as payroll and accounts pay- 
able. 

(b) There were some problems but these have been brought to the attention 
of management and steps are being taken to remedy them. 

(c) There are some relatively serious problems which are either being ig- 
nored by management or require action on the part of the Deputy 
Minister. 


Efforts should be made to ensure that reports are issued on a timely basis and 
where an assignment extends over several months consideration should be given 


to the need for interim reports. 


PERIODIC REPORTS 

We believe that periodic reports followed by meetings between the Director 
and Deputy Minister can be useful as a basis for assessing plans and accomplish- 
ments. Such meetings also provide an opportunity to deal with unresolved issues, 
and to discuss matters which should be considered in reassessing audit priorities. 


The following matters can be considered for possible inclusion in these 
reports: 
— description of work carried out and reference to significant areas which 
were included in the plan but not audited; 


_ clear indication of the extent to which management can rely on systems 
and reports which were examined, 


— summary of major findings and recommendations including discussion of 
recommendations which have not been implemented; 


—— overall assessment of major improvements and benefits which have re- 
sulted from the work of internal audit; 


— discussion of potential problems and/or risks; 
— plans for the succeeding period; 


— changes in professional resources. 


TERMS OF REFERENCE 

We have recommended that the terms of reference be distributed to managers 
whose work may be subject to audit. We have also suggested that consideration be 
given to communication and education programs which would provide staff with 
an opportunity to ask questions and ensure that they understand the role and re- 
sponsibilities of internal audit. In addition to reducing possible misunderstandings 
this should encourage the kind of behaviour which is consistent with laid-down 
financial controls and sound management practices. Clearly written terms of refer: 
ence which are broadly understood are likely to have an immediate impact on the 
behaviour of everyone whose decision making processes could at some future date 
be reviewed by internal audit. 


4.7 Government-Wide Issues and Recommendations. There are a number 0 
government-wide issues which we believe need to be addressed by one or more 0 
the central agencies. 
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At a meeting with the executive committee of the Internal Auditors’ Council 
in January 1980, we were told that internal auditors did not believe they were 
Teceiving support from any central agency. This is understandable in view of the 
fact that neither the Management Board Secretariat nor the Treasury Division of 
the Ministry of Treasury and Economics had up to that time provided any ongoing 
guidance or leadership. As described in the Conclusion to this chapter, this situa- 
tion has changed in recent months with the formation of the Task Force on Audit 
Policy as a part of the Management Board Secretariat’s Management Standards 
‘Project. 
| Policies and guidelines, issued by both Management Board Secretariat and the 


Ministry of Treasury and Economics, have made it clear that the Deputy Minister 
has the primary responsibility for organizing and staffing an effective internal audit 
function. These policy statements and guidelines have also addressed the scope of 
internal audit, reporting relationships and auditing standards. The discontinuance 
of the Operational Review Branch of the Management Board Secretariat in Janu- 
ary 1980, suggests that both these agencies are placing considerable reliance on 
Ministry internal auditors. 





Role and Responsibilities of Central Agencies 


What then should be the role of the Management Board Secretariat and/or the 
Ministry of Treasury and Economics with respect to internal audit? We have iden- 
tified several broad issues which we believe need to be addressed in answering this 
question. 


AUDIT AND MANAGEMENT ROLES 

| — There is in some ministries a considerable degree of confusion regarding 
the responsibilities of internal audit and the responsibilities of manage- 
ment. This is particularly evident with respect to program evaluation. In a 
recent policy paper published by the Comptroller General of Canada the 
position was adopted that “Although performing program evaluations is 
not an internal audit role, the program evaluation function is subject to 
internal audit.” 


i 
i) 


This is consistent with the role of the Provincial Auditor and section 
12(2)(f)(v) of The Audit Act, 1977, as amended, which requires the 
Provincial Auditor to report “Such matters as in his opinion should be 
brought to the attention of the Assembly including. . .. Where procedures 
could be used to measure and report on the effectiveness of programs, and 
the procedures were not established or, in the opinion of the Auditor, the 
| established procedures were not satisfactory.” 





Another example of uncertainty relates to the responsibility of internal 
audit with respect to transfer payments which constitute some 70% of 
the total expenditures of the government. In some ministries we found 
that internal audit was spending much of its time carrying out detailed 
verification of payments to individual agencies, and was taking an active 
role in the negotiations of settlements where it appeared that adjustments 
were required. In such instances, internal audit had been drawn into a line 
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management or accounting function and has failed to examine the under- 
lying ministry systems for grant administration. 


In other ministries, internal audit has not examined systems relating to 
major transfer payment programs. Furthermore, they apparently have no 
authority to examine the books and records of the recipients of those pay- 
ments. The extent to which both management and internal auditors should 
be entitled to rely on the work of the external auditors of such recipients 
requires study and clarification. 


CROWN AGENCIES 
_— There are a great variety of Crown agencies. Because many are small and 
carry out limited responsibilities, there is no need for internal audit. On 
the other hand there are a number of large and medium sized Crown 
agencies, some of which have appointed their own internal auditors. We 
examined several such agencies in the course of our review. 


Certain Crown agencies are audited by ministry internal auditors, whose 
role and responsibilities are sometimes set out in Memoranda of Under- 
standing. Frequently, however, we found that the auditors’ reporting 
relationships had not been clarified and in some cases it was not evident 
if anyone had even requested or authorized an audit: in these cases in- 
ternal audit seemed to be operating without a client. 


We realize that Crown agencies have been established for a number of 
different purposes, and organizational arrangements reflect the extent and 
nature of direction which the government provides. On the other hand all 
Crown agencies are accountable to a Minister and through him or her to 
the Legislature. Furthermore, ministries which provide funding to related 
Crown agencies are accountable for these expenditures. We believe there 
is a need for government-wide clarification and direction as to audit re- 
sponsibility for Crown agencies. 


MUNICIPALITIES 

—— For some time now it has been recognized that some municipalities are 
visited by internal auditors from many different ministries in the course 
of a year. In the case of larger municipalities it is likely that the auditors 
are examining records and questioning people in different departments. In 
the case of smaller municipalities, which make up the majority of the total 
number, it is conceivable that the same records are examined and the same 
people questioned several times by different auditors in the course of a 
year. Of equal concern, however, is the possibility that the auditing ap- 
proach is both inefficient and ineffective, particularly if each auditor looks 
at specific transactions and no one evaluates the overall system for ad- 
ministering all funds received through transfer payments. As previously 
noted, steps are being taken to address this issue. 


TRAINING AND DEVELOPMENT 


— The final issue we have identified is that of training and development. Wé 
have emphasized the importance of a systems perspective in our memo- 





| 
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randa to deputy ministers and agency heads. The type of educational 
program required to bring about the necessary changes in perspective 
might well be coordinated with advanced Management training provided 
to senior levels of management within the ministries. 


We believe that the Internal Auditors’ Council can continue to play an 
important role in providing orientation and technical training for auditors. 
The kind of program required to bring about a significant change in 
perspective goes far beyond what is presently available to internal audi- 
tors. We believe that a comprehensive program of training and develop- 
ment should be given the highest priority. 


This would involve conducting a full scale assessment of all training and 
education needs of internal auditors. It should lead to the development 
of a program specifically designed to provide the perspective, knowledge 
and skills required to conduct the type of systems based audits required 
in today’s environment. 


To be successful, much of this type of training would have to be integrated 
with on-the-job experience and might indeed involve a minimum amount 
of classroom time. The program should fully reflect the philosophy and 
policies currently being developed by Management Board Secretariat 
under its “Management Standards Project”. 


RECOMMENDATIONS 


We therefore offer two recommendations as to the role of central agencies in 


relation to internal audit from a government-wide perspective. 


Le 


All policies and directives relating to internal audit, issued by Manage- 
ment Board Secretariat and by the Ministry of Treasury and Economics, 
need to be reexamined in the light of the government’s current objectives 
and priorities. Indeed, serious consideration should be given to withdraw- 
ing these policies and directives entirely. They could then be replaced 
with policies and directives which are consistent and fully integrated with 
the philosophy and approach being developed through the Management 
Standards Project, and which also reflect the current requirements of all 
central agencies. 


One central agency should be given full responsibility for providing audit 
guidance to deputy ministers and support to internal audit. In view of the 
current initiatives of the Management Board Secretariat, it would appear 
reasonable for it to assume this responsibility. The Secretariat could then 
address the four issues described as well as reexamining and revising poli- 
cies and guidelines as recommended in the preceding pdragraph. 


The acceptance of these two recommendations in conjunction with development of 
che audit approach for the Office of the Provincial Auditor described in Section 4.2 
(“Purpose of Review”) will result in a stronger network of roles and relationships 
‘0 achieve sound management and accountability to the Legislature. The key com- 
donents of such a network are the Public Accounts Committee (reviewing the re- 
dort of the Provincial Auditor), the Management Board Secretariat, and the 


| 
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Deputy Ministers responsible for administration of the Ministries. In practice it 
may be expected that: 


1. The Public Accounts Committee: 
* Will be in a position to exert real leverage in bringing about improve- 
ments and change; ) 
© Will receive overall assurances about financial and management sys- 
tems, controls and information; 


° Will receive reliable information about major issues of government- 
wide and long term significance. 


2. The Management Board Secretariat: 


* Will receive “early warning signals” about government-wide issues and 
areas where systems and policies need revision, including those per- 
taining to internal audit; 


® will receive overall assurances about financial and management systems, 
controls and information. 


3. The Deputy Ministers: 


* Will receive assurances about the reliability of their financial and man- 
agement control systems, including internal audit; 


® Will receive more favourable audit comments from the Office of the 
Provincial Auditor where steps have been taken to ensure sound sys- 
tems and reliable, effective internal audit. 


4.8 Conclusion. A number of developments have taken place in the past year 
which leads us to believe that significant improvements can be anticipated. 


The Ontario Public Service Internal Auditors’ Council has become increas- 
ingly active. In addition to adopting the Standards for the Professional Practice of 
Internal Auditing, it has published proposed “Guidelines for Systems and EDP 
Audits” and has made the decision to offer a one-week base level course in EDP 
auditing. These initiatives are in addition to the quarterly half-day seminars for 
auditors and the two-day annual conference for audit directors. The Council also 
offers a twice yearly two-day orientation course for new auditors. 


In January 1980, on termination of its Operational Review Branch, the Man- 
agement Board Secretariat initiated a series of studies and interviews with a broad 
cross-section of government management. The purpose of this work was to deter- 
mine the need for a government-wide program aimed at overall improvement in 
the management process of the Ontario Public Service. 


This led to the Management Standards Project being approved in principle 
by the Management Board and subsequently by Cabinet. In his letter to deputy 
ministers dated April 21, 1980 the Secretary of the Management Board said: 


“Foremost on our minds is the need to ensure that any adoption of a common 
philosophy, principles and practices enhances your Ministry’s ability to take 
the initiative, to be accountable and to adapt to your special environment.” | 
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On May 6, 1980, Management Board approved the formation of the Task 


Force on Audit Policy under the auspices of the Management Standards Project. 
Its terms of reference were drawn up to allow it to deal with three critical issues 


which had been identified: 





1. What should be the role, scope and priorities of internal audit groups? 


2. What are the key conditions, processes and reporting relationships essen- 
tial for a successful audit program? 


3. What are the financial, administrative, organization, training and other 
implications of enhancing the current level of audit activity? 


The Task Force will issue a report to the Secretary of Management Board 
and material (e.g. booklets and guidelines) will be developed for use in the 
Management Standards Project. Management Board has identified internal audit 
as an integral and important part of the management process. 





Management Responses 


Our interviews with assistant deputy ministers, executive directors and other 
ministry officials indicated a high level of interest in the internal audit function. 


| 
\ 
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Throughout meetings with deputy ministers at the conclusion of our reviews 
and subsequent discussions and correspondence we have observed the extent to 
which our recommendations have been accepted. Some ministries have accepted 
all recommendations and are in the process of implementation. Others have indi- 
cated relatively minor differences of opinion. In the case of one ministry we parti- 
cipated in a workshop where management and internal audit started to explore 
significant issues related to both terms of reference and the establishment of audit 
oriorities; we subsequently received draft terms of reference for review and com- 
nent. Finally, there were a number of ministries which have not yet indicated how 
‘hey intend to proceed. Even in these latter cases, however, our meetings with the 
deputy ministers and senior management lead us to believe that significant im- 
orovements will result from our reviews. The actual process of performing our 
ow has been welcomed by many ministries as being of value. 


Results 


The project to review internal audit will have been successful, in our opinion, 
f there i is evidence of the following results: 


_ — Greater understanding of the role of internal audit (and the conditions 
needed to fulfil that role) on the part of legislators, deputy ministers, 
central agencies, internal auditors and personnel at all levels of organiza- 
tions subject to internal audit; 


' — Emergence of new initiatives and efforts to coordinate the development 
| of and provide support to internal audit from a government-wide perspec- 
tive within the context of new management standards; 


— Enhancement of public confidence in the Ontario government system as 
| one which is seeking to improve its own effectiveness and accountability 
processes in as economical and efficient a way as possible; 


__ Greater self-confidence on the part of internal auditors and strengthening ~ 
of internal audit resources and practices in individual ministries and 
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agencies; 
— Cooperative dialogue among all auditors both external and internal as to 
how to plan and achieve the best value for public audit dollars; 


__ Increased internal audit effectiveness in terms of assurances, information 
and change. 


Even during the conduct of the project there has been evidence of some of 
these results. We will be looking for continuing reactions to and discussions about 
the project at various levels and in various circles of government. 
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PUBLIC ACCOUNTS OF THE PROVINCE 







3.1 Preparation of the Public Accounts. The Public Accounts, which are pub- 
ished in three volumes, are prepared under the direction of the Treasurer of Ontario 


is stipulated in section 13 of The Ministry of Treasury and Economics Act, 1978. 
Chis section reads as follows: 


“The Public Accounts for each fiscal year shall be prepared under the direc- 
tion of the Treasurer and shall be delivered to the Lieutenant Governor in 
| Council and laid before the Assembly not later than the tenth day of the first 
____ session held in the following calendar year.” 








| 


) The audit of the Public Accounts consists of an examination of the financial 


tatements of the Province appearing in Volume 1, on which the Provincial Auditor 
xpresses an opinion. 


Volume 2 contains reproductions of audited financial statements of Crown 
gencies: 
| a) in which the Province has an investment, or 
b) which have borrowed from the Province, or 


c) which have borrowed from others with a guarantee by the Province. 


Also included in Volume 2 are the audited financial statements of certain significant 
perational agencies which are funded in whole or in part by revenues generated 
‘om their operations. 


Volume 3 contains details of expenditure for each Ministry. Such expenditure 
» shown under two main categories, Voted Appropriations (salaries and wages, 
mployee benefits, travelling expenses and other payments) and Statutory Ap- 
ropriations. Such details are not reviewed by this Office prior to publication, but 


re subject to examination during our subsequent post-audit of the Ministry con- 
2rned. 


‘2 Expression of Opinion on the Financial Statements of the Province. The ex- 
ression of opinion referred to in the preceding section appears on page 1-13 of 
‘Olume 1 of the 1979-80 Public Accounts, and also forms part of Exhibit 1 of this 
eport. As part of this opinion, the Provincial Auditor is required to report whether 
‘e accounting principles stated in the Public Accounts have been applied on a 
asis consistent with that of the preceding fiscal year. 


__ As covered in note 13 of the financial statements (see Exhibit 1), in the 
979-80 fiscal year, the Province discontinued its former practice of holding Gov- 
‘ment of Canada revenue accounts open (and recording applicable revenue) for 
period of three weeks after the March 31 fiscal year end. Commencing with the 
larch 31, 1980 fiscal year end, Government of Canada revenues are now closed 


'1. a basis consistent with all other revenues, which is cash received or in transit at 
larch 31. 


| 
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As a result of this change, with which we concurred, the Province’s total 
budgetary revenue ($14,214 million) was $50 million less, and the budgetary de- 
ficit for the year ($1,132 million) was $50 million more, than would have been the 
case if the former practice had been continued. Accordingly, the Provincial Audi- 
tor’s opinion, as it relates to consistency, has been qualified. 


5.3 Changes in Format, Financial Statements of the Province. Certain revisions 
were made in the format of the Province’s financial statements for the year ended 
March 31, 1980, the’ most significant of which we believe should be described at 


this point. 


Regarding comparative figures, as in previous years, comparative amounts are 
shown for the preceding fiscal year (1978-79). However, for the statements of 
consolidated revenue fund, budgetary revenue, budgetary expenditure, non- 
budgetary transactions and debt transactions, comparative figures are now being 
shown for the budget for the year ended March 31, 1980, as presented by the 
Treasurer of Ontario to the Legislative Assembly on April 10, 1979. 


From time to time, the Province issues U.S. dollar debentures on behalf of 
Ontario Hydro. The proceeds of these debentures are then advanced to Ontario 
Hydro, in exchange for U.S. dollar bonds with the same terms and conditions as 
the debentures of the Province. Previously, the results of these transactions were 
included in the statements of consolidated revenue fund, budgetary revenue, bud- 
getary expenditure, non-budgetary transactions and debt transactions. In any year, 
the overall end result of these reciprocal transactions is that payments are always 
equal to recoveries. Commencing with the 1979-80 fiscal year, since these transac- 
tions are the result of a financing alternative and are not part of the Province’s own 
budget plan, they are now all being combined and reflected on a new statement, 
called the statement of Ontario Hydro transactions, which is shown as a separate 
component of the statement of consolidated revenue fund. 


5.4 Summary of Significant Accounting Policies. On the basis of evidence exam- 
ined, the Provincial Auditor endeavours to arrive at an opinion as to the fairness 
and consistency of the Province’s financial statements, and as to the degree of their 
compliance with established accounting principles. In most activities other than 
those of governments, these are known as “generally accepted accounting prin- 
ciples”. Because generally accepted accounting principles have not yet been estab- 
lished for governments, it is usual to report on the degree of compliance with 
stated accounting policies. 


Accordingly, an integral part of the Province’s financial statements is the 
Summary of Significant Accounting Policies. This Summary appears on page 1-2 
of Volume 1 of the 1979-80 Public Accounts, which forms part of Exhibit 1 of this 
Report. 


Such Summary is included as an integral part of the financial statements in 
order to provide the reader with a clear understanding of the principles and methods. 
used to present the financial information contained in the statements. Due to the 
nature of government accounting, especially when compared to practices followed 
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in the private sector, the accounting policies stated in the Summary have particular 
importance to a reader who desires to have an adequate understanding of the 
Public Accounts. 








| 5-5 Arbitrary Financial Recording Practices, Modified Cash Basis of Accounting. 
As stated in the Summary of Significant Accounting Policies, the Province uses 
the cash basis of accounting for its financial transactions, modified to allow an 
additional thirty days to pay for goods and services pertaining to the fiscal year 
just ended. In other words, revenue is recorded when it is received and, with the 


exception of the preceding modification, expenditure is recorded when payments 


} 


are made. 


It should be emphasized that use of this modified cash basis of accounting 
can, at times, give rise to a certain flexibility in the recording of financial transac- 
tions, affecting the financial statement figures shown for the budgetary deficit and 
the net cash requirements for the year, as well as the reported net debt. 





Examples of our concerns in this regard are set out in the following para- 
graphs. 


Recording of Year End Revenue 


Section 72 of our 1978-79 Report dealt with the recording of $22,467,746 
received from the Department of Finance (Canada) regarding Ontario Income 
Tax. Rather than having this amount deposited and recorded prior to March 31, 
1979, it was deposited on April 2, 1979, pursuant to the request of the Min- 
istry of Treasury and Economics. This intentionally delayed receipt resulted in 
$22,467,746 being credited to revenue in the 1979-80 fiscal year rather than in 


{ 


the 1978-79 fiscal year. 


We noted a similar situation had occurred as at March 31, 1980. Revenue 
amounting to $33,059,335 from the Department of Finance (Canada) was de- 
posited to the credit of the Province of Ontario on April 1, 1980. According to 
March 1980 correspondence from the Director, Federal-Provincial Relations Divi- 
sion, Department of Finance (Canada) addressed to the Controller of Revenue of 
the Ministry of Revenue, this amount was deposited on April 1, 1980 at the re- 
quest of Ontario Treasury officials. It is our opinion that this amount could and 
should have been deposited in the 1979-80 fiscal year. The course of action taken 
‘esulted in $33,059,335 being credited to revenue in the 1980-81 fiscal year rather 
than in the 1979-80 fiscal year. 


_ In both of the preceding instances, revenue was recorded on the day of re- 
2eipt in accordance with the modified cash basis of accounting. However, the day 


of receipt was predetermined by the Ministry of Treasury and Economics. 


Accelerated Payment of Local Government Grants 


As covered in note 12 to the Province’s financial statements for the year 
mded March 31, 1980 (see Exhibit 1), the Government tabled Supplementary 
Zstimates in March 1980 to permit earlier payments of grants to school boards 
ind municipalities than had been the practice in previous fiscal years. As a result, 


he budgetary expenditures for the Ministries of Education and Intergovernmental 
{ 


| 
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Affairs were increased by $82 million and $143 million respectively for payments 
which otherwise would have been made in the 1980-81 fiscal year. 


The Treasurer, as part of the 1980-81 Ontario Budget paper, noted that these 
accelerated payments were made in order to minimize the interim financing needs 
and thus reduce the interest costs of school boards and municipalities. The Budget 
further noted that this action was possible because of the Province’s strong financial 
position. (Actual budgetary revenue for the 1979-80 fiscal year was $14.21 billion, 
as compared to budgeted revenue of $13.45 billion.) Additionally, the Budget 
noted that it was not anticipated that this action would be repeated next year. 


To us, it is a matter of conjecture as to whether these accelerated grants re- 
sulted mainly from a valid demonstrated need therefor, or from a desire to more 
closely relate the actual deficit for the year ($1.13 billion) to the budgeted deficit 
for the year ($1.66 billion). 


An additional factor that should be noted in connection with these acceler- 
ated grants is the resulting loss of interest revenue to the Province. Had the pay- 
ments not been accelerated, interest on these funds accruing to the Province would 
have exceeded $3 million. 


Construction of Northern Affairs Pavilion 


By agreement dated March 5, 1980, the Ministry of Northern Affairs agreed 
to construct a series of buildings named “Ontario North Now” at Ontario Place. 
For accounting purposes, Ontario Place Corporation acted as a conduit, accepting, 
payments from the Ministry of Northern Affairs out of which the Corporation 
paid contractors engaged in the construction of the buildings. 


As at March 31, 1980, the Corporation had incurred expenditures of $198,230 
on these buildings. However, they had received a total of $770,000 from the 
Ministry for such buildings, or $571,770 in excess of the expenditures that had 
actually been incurred. The Ministry charged the entire $770,000 to Expenditure 
(Acquisition/Construction of Physical Assets) in the 1979-80 fiscal year. 


This course of action resulted in $571,770 being charged to expenditure in 
the 1979-80 fiscal year rather than in the 1980-81 fiscal year. In our opinion, this 
is unacceptable even under the modified cash basis of accounting, since the rele- 
vant goods and services had not been received prior to March 31, 1980. 


At its meeting of May 22, 1980, the Standing Public Accounts Committee 
reviewed section 72 of our 1978-79 Report, which dealt with the aforementioned 
delayed recording of $22,467,746 in revenue from Canada. The Deputy Treasurer 
of Ontario, who attended the meeting, addressed this situation, in part, as follows: 


ce 
. 


. it was felt that moving the $22 million into the next fiscal year 
would be preferable. We had already taken care of, we had achieved 
what we thought was a reasonable balance for the public expenditures 
and the revenues in the 1978-79 fiscal year. Our greatest concern was 
with the revenue flows we would have in the following year, and it was | 
for that reason that we asked Ottawa... to that amendment which is | 
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not unusual, through which we would both agree to the payment of the 
cheque after the thirty-first and on the second.” ! 





The subject of accelerated grants to school boards and municipalities was 
also discussed at the May 22 Committee meeting. In this regard, the Deputy 


Trea- 
‘surer’s comments, in part, were as follows: 


“In the moving of moneys and the moving of the specific, in this case, 
of a couple of hundred million dollars into a year in which you have 
exceedingly and unexpectedly buoyant revenues, permits that year to 
have an increase in what its deficit otherwise would have been. Even 
with that transfer, the deficit, as it was actual, was substantially less than 
the deficit as originally contemplated in the budget for that year. 


“What we were, in fact, doing was trying to maintain a level, an even- 
ness, in so far as it was possible, between expenditures and revenues in 
| given years, so that the cash requirement level, which is exceedingly im- 
portant in any government operation, maintains its stability.” 


In reply to a Committee member’s question, as to whether these accelerated 
grants resulted solely from high interest rates and representations from munici- 
palities, the Deputy Treasurer said: 





| “No, it was as you pointed out, sir, and these other members have com- 
| mented on. It was the effect it would have upon the cash requirements 
and the deficit levels between the two years. It involves some—it was 
| described as gilding the lily in another language. 


| “In the process I follow, it was a balancing and trying to achieve more 
of an equality between cash requirements as we see them developing so 
| that again, for the purposes of being able to keep things on the proper 
track, it would move $200 million. It would go onto the deficit which 
was unusually low in one fiscal year, and thereby reduce the deficit 


| which was still below our previously published target for the next fiscal 
' year.” 


| In summary, in all material respects, the Province’s financial statements 
dresent fairly the results of its operations and its financial position in accordance 
with the modified cash basis of accounting. 


However, in our opinion, the cumulative effect of transactions such as those 
eovered in the preceding paragraphs tends to detract from the credibility of the 
nancial statements. For example, it appears to us that the main motivation for the 
delayed deposit and recording of revenue from Canada on April 1, 1980 and the 
accelerated grant payments, was a desire to more closely match the actual results 
‘or the year with the budgeted results. Were it not for these transactions, the 
actual budgetary deficit for the 1979-80 fiscal year would have been $874 million, 
ather than the reported $1.13 billion. 


| 
| 





3.6 Recorded Advances and Investments Repayable from Annual Expenditure 


\ppropriations. Page 2-28 of Volume 1 of the 1979-80 Public Accounts indicates 
| 
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the balances of advances or investments by the Province in Corporations, Boards, 
and Commissions other than Ontario Hydro. Subsequent pages in the Public Ac- 
counts comment on the nature of these organizations and the terms of the relative 
advances and investments made by the Province. Volume 2 of the 1979-80 Public 
Accounts contains the financial statements of these organizations. 


The balances recorded in the Public Accounts do not necessarily represent 
the amounts the Province expects to truly realize. For example, advances of 
$1,174,249,378 to The Ontario Universities Capital Aid Corporation as at March 
31, 1980 are repayable out of future years’ Provincial expenditure appropriations. 
Under a program discontinued in 1978, the Corporation used funds advanced by 
the Province to purchase bonds and debentures issued by colleges, universities and 
related institutions for capital construction purposes. Utilizing moneys appropriated 
annually by the Legislature the issuing institution redeems its debentures, with 
interest, over their term. The Corporation, in turn, utilizes the redemption pro- 
ceeds to repay, with interest, its advances from the Province. 


Additionally, the situation with respect to the repayment of advances of | 
$1,274,002,407 made by the Province to The Ontario Education Capital Aid — 
Corporation is somewhat analogous to that outlined in the preceding paragraph. 
To a large extent, the advances by the Province to this Corporation are also re- 
payable out of future years’ Provincial expenditure appropriations. 


Advances to Ontario. Development Corporation and Northern Ontario De- 
velopment Corporation as at March 31, 1980 included advances with respect to 
forgivable performance loans made by these Corporations in the outstanding 
amounts of $5,941,415 and $1,494,876 respectively. The major portion of ad- 
vances by the Province to these Corporations with respect to forgivable perform- 
ance loans is also repayable out of future years’ Provincial expenditure appropria- 
tions. 


Performance loans were made by these Corporations to persons establishing, 
or substantially expanding, an industrial undertaking in an area of equalization of 
industrial opportunity. Such loans are non-interest bearing and are subject to 
principal forgiveness. Forgiveness is contingent upon the borrower operating his 
business in a manner satisfactory to the Corporations. When borrowers’ loan prin- 
cipal is forgiven, moneys appropriated by the Legislature for the purpose of loan 
forgiveness are utilized by the Corporations to repay their corresponding advance 
indebtedness with the Province. 


The financial statements of The Crop Insurance Commission of Ontario, 
which appear in Volume 2 of the 1979-80 Public Accounts, show an accumulated 
deficit of $49,331,416 as at March 31, 1980, as compared with a deficit of 
$12,294,656 at March 31, 1979. During the 1979-80 fiscal year the Commission ° 
incurred substantial losses due to tobacco crop claims, resulting in an increase in © 
advances from the Province, from $10,115,786 at March 31, 1979 to $47,682,311 
at March 31, 1980. In our opinion, it remains to be seen whether the Province « 
will be able to recover the advances from the Commission or whether recourse will © 
have to be made to future years’ Provincial expenditure appropriations to provide | 
the funds necessary for the repayment of the advances. 
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5.7 Comments on Financial Statements. The financial statements of the Province 
are presented on a comparative basis and rounded to millions of dollars. The fi- 
nancial statements and notes disclose in summary form the major financial activi- 


ties of the Province in the fiscal period and report on the significant aspects of 
financial position at the close of the fiscal period. 


i 









The transactions of the Province are presented through the Statement of Con- 
solidated Revenue Fund in summary form according to the four distinct areas of 


government activity: 


— “Budgetary Transactions” are the operational activities involving the 
raising of revenue from various sources on the one hand, and the expen- 
diture for various government programs on the other. 





— “Non-Budgetary Transactions” are the lending, investment and trust ad- 
ministration functions. 


— “Debt Transactions” are the borrowing and repayment transactions. 


— “Ontario Hydro Transactions” relate to the debt transactions undertaken 

by the Province on behalf of Ontario Hydro. 
| The Statement of Assets and Liabilities reflects the financial claims which have 
been created by cash transactions. The assets are claims by the Consolidated 
Revenue Fund on other parties. The liabilities are claims by others on the Con- 
solidated Revenue Fund. As expenditures on fixed assets do not represent financial 
claims on other parties they are treated as non-recoverable expenditure in the year 
of acquisition. 


| Subsequent sections of this Chapter generally serve to highlight certain aspects 
of the financial statements of the Province, together with certain related matters. 


5.8 Payments out of the Consolidated Revenue Fund. Payments out of the Con- 
solidated Revenue Fund are classified as Expenditure (Budgetary Transactions), 
Jisbursements and Charges (Non-Budgetary Transactions) and Retirements of 
Loans (Debt Transactions). 


Budgetary Expenditure includes payments for goods and services, salaries, 
nterest on public debt, subsidies and grants, and acquisition or construction of 
ixed assets. Disbursements are payments made in respect of investments, loans 
ind advances, while Charges are payments made from pension funds, deposit, trust 
ind reserve accounts. Retirements of Loans are payments in respect of the debt 
»bligations of the Province. 


| Payments out of the Consolidated Revenue Fund are of two major types: 
hose pursuant to Estimates, including Supplementary Estimates, approved by the 
egislative Assembly, and those pursuant to the provisions of various statutes. The 
ormer are termed payments from Voted Appropriations while the latter are termed 
vayments from Statutory Appropriations. Voted Appropriations, which are form- 
lized annually by legislation cited as The Supply Act, may be augmented by 
Management Board Orders. The nature of Management Board Orders is more 
ully explained in section 5.9. 


| 


Liz AUDITOR’S REPORT FOR 1979-80 





A third type of payment out of the Consolidated Revenue Fund is that pur- 
suant to delegated authority in the form of Special Warrants. The nature of this 
authority is more fully explained in section 5.10. For fiscal years 1978-79 and 
1979-80, no such payments have been made. 


A summary of the payments out of the Consolidated Revenue Fund by type 


and classification is as follows: 


Payments re 


Voted Appropriations 


Disbursements 


Charges: So..04; 


Per Legislative Assembly 
Budgetary Expenditure 


Per Management Board Orders 


1979-80 
$ 


13,597,479,732 
173,607,255 


13,771,086,987 


1978-79 
$ 


12,199,104,327 
233,138,843 


12,432,243,170 


Budgetary Expenditure: «ccc. ee 135,969,169 $3,738,119 

Disbursements lt Mist. Acs eee eee — — 

LO hy). ee ne eee eee Naeger.” Aue — —_— 
135,969,169 §3,738,119 


Total Voted Appropriations .......... 


13,907,056,156 


12,485,981,289 


Statutory Appropriations 


Budeetary Expenditure: .20.0..45050.55..80.0428 1,.612,416,604 1,659,665,821 


Dishursemeats ssc cn ee eee es eek eee 177,040,821 145,238,300 
1). 1 ye CCM peters ake MER a 133,308,551 122,378,449 
RRCtITORICHIES OT, LAGGTIS aco cioicak pets cver een nae ewes 434,623,110 110,898,698 
Total Statutory Appropriations ........................ 2,357,389,086 2,038,181,268 


TOtaL 7 PAVE oc ccrtatcis idee 16,264,445,242 14,524,162,557 

Reference has been made in section 5.3 to Ontario Hydro transactions. Since 
these transactions are not part of the Province’s own budget plan, and since these 
transactions flow through the Consolidated Revenue Fund without increasing or 
decreasing the overall balance in the Fund, they have not been included in the 


preceding summary. 


5.9 Management Board Orders. Section 5 of The Management Board of Cabinet 
Act, 1971 provides that, where an appropriation is exhausted or a sufficient © 
amount was not provided and the public interest or the urgent requirements of the 
public service necessitate further payments, the Board may make an order author- 
izing payments to be made against such amounts as it considers proper. 


Sixty-seven Management Board Orders were issued in respect of the 1979-80 
fiscal year. In total, expenditure of $161,890,065 was so authorized, representing 
a significant increase from the expenditure of $64,771,438 authorized by fifty | 
Management Board Orders in the 1978-79 fiscal year. The amounts authorized by | 
Management Board Orders averaged approximately $2,400,000 and ranged from > 
$5,000 to $28,216,000. A listing of Management Board Orders, showing the - 
amounts authorized and expended thereunder, is included as Exhibit 2 to this 
Report. A total of 313 items were included in the Management Board Orders and 
are detailed in the Exhibit. 
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By way of additional information, the Management Board Orders with respect 
to the 1979-80 fiscal year are summarized as follows by month of issue: 





Month of Issue Number Authorized % 
DOCSMDED ELI MT a. Peide: Klee 1 341,575 or 
SOUGUVINSOD Bei Regios tm 4 1,848,590 1.14 
NEEL 667 UNDUE ORI ED alana any hed 10 5,888,200 3.64 
atone UN hed Uae Sadly Bs A a LE 25 80,053,700 49.45 
SSG 1A EL PN aM Ce LON CIE ts Pe 2] 73,758,000 45.56 

67 161,890,065 100.00 








In accordance with Standing Order number 51 of the Legislative Assembly, 
the preceding Management Board Orders have been printed in The Ontario Ga- 
zette, with an explanation of significant variances from the printed Estimates. 


5.10 Special Warrants. Section 4 of The Management Board of Cabinet Act, 1971 
provides for the issue of a Special Warrant, when the Legislature is not in session, 
authorizing payment of an amount required to meet an expenditure not foreseen 
or provided for by the Legislature and which is urgently required for the public 
good. 


No Special Warrants were issued during the fiscal year ended March 31, 1980. 


5.11 Board of Internal Economy. Section 85 of The Legislative Assembly Act, as 


amended, reads: “The Board of Internal Economy may authorize the transfer of 
-Mmoneys from one item of the estimates of the Office of the Assembly to another 


item within the same vote and the Provincial Auditor shall make special mention 


in his report of any transfer under this section”. In respect of the 1979-80 Expen- 


diture Estimates, the following transfers, totalling $594,426, were made within 


Vote 1001: 

Pe stem LPOice.OL the.speaker.:. 2 ky es ae $ 46,230 
tiem a2. Oiice Of the Clerks................. ae 7,804 
tietieeoec ier PlicctionOucer .... 4... S, |e Pal Ibs Ye 
Item 5 Sessional Requirements .................. 170,492 
Item 8 Caucus Support Services ................. sod 
Item'10 Constituency Offices ...... .............. 355,420 

igmeeaaansard Ode aiowbiwit! .. waedague send 86,661 
hemiaorMemberm: Indenmities-'s):, a0). slew obhoec: 384,838 
Mem 7) Members’ Support Services: 00). ..\).b. 04) 19,025 
Pe LL AGIA iste allOnMiG Weyer oe Slime. 50,566 
Item 11 Commision on Election Contributions 

BUCS OS RMR ge ge Rar, 5,769 

Bete OhpaIVE MIDI eee es es oe 26,735 
Statutory Contribution to Legislative Assembly 

Retirement Allowances Account ................ 20,832 


5.12 Certificate of the Management Board of Cabinet. Section 1(2) of The Supply 
Act, 1979 reads as follows: 


“Where, in the fiscal year ending the 31st day of March, 1980, powers and 
duties are assigned and transferred from one minister of the Crown to another 
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minister of the Crown, the appropriate sums in the votes and items of the 
estimates and supplementary estimates upon which the Schedule is based that 
are approved to defray the charges and expenses of the public service in the 
exercise and performance of such powers and duties, may be assigned and 
transferred from time to time as required by certificate of the Management 
Board of Cabinet to the ministry administered by the minister to whom the 
powers and duties are so assigned and transferred.” 











On January 22, 1980 the Management Board of Cabinet issued a Certificate 
of Transfer, for $661,400, to effect the transfer of Protocol Services to the Ministry 
of Intergovernmental Affairs, Vote 601-1 from the ‘Ministry of Government Ser- 
vices, Vote 504-12. 


5.13 Voted Appropriations — Comparison of Authorized and Actual Payments. 


This comparison for the fiscal year ended March 31, 1980 is as follows: 


Actual 
Under (Over) 
Authorized Actual Authorized 
$ $ $ 
Voted Appropriations 
Per Legislative Assembly 

Budgetary Expenditure ...................... 13,872,231,500 13,597,479,732 274,751,768 
Disbursements ik ah Os A eee 196,506,000 173,607,255 22,898,745 


Ghar Pes irate itis ion carn dnn. caheanertner ne — - -— 
14,068,737,500 13,771,086,987 297,650,513 
Per Management Board Orders 


Budgetary Expenditure .................... be 161,890,065 135,969,169 25,920,896 
TOISDUTROMGINIS here ci cess — = — 
Ch Arrest No foe Stas Bike lena — —_ —_ 
Total Voted Appropriations ............. 14,230,627,565 13,907,056,156 323,571,409 








It will be noted that the amount of $14,068,737,500 appropriated by the Leg- 
islative Assembly in itself exceeded the total actual payments of $13,907,056, 156. 
Where individual votes and items were of insufficient amount, funds in excess of 
those authorized by the Legislative Assembly were made available under the auth- 
ority of Management Board Orders. 


5.14 Statutory Appropriations. During the 1979-80 fiscal year Statutory Appro- 
priation payments made under the authority of 31 Acts exceeded $2.3 billion. This 
expenditure constituted 14.5 per cent of the total payments out of the Consolidated 
Revenue Fund. Comparative percentages for the 1978-79 and 1977-78 fiscal years 
were 12.3 and 11.8 respectively. 


A summary, by authorizing legislation, of the five highest accumulated pay- 
ments follows: 


1979-80 1978-79 
$ $ 
The Financial Administration Act ..........00000.ccccccceceece 1,863,585,570 1,368,002,790 
The Teachers’ Superannuation Act ............cc:cccuteeeeen 128,606,599 120,360,707 
The Public Service Superannuation Act ...0.0000.00.....006. 82,897,718 70,668,048 | 
The Ontario Education Capital Aid Corporation Act .... 69,039,000 70,922,000. 
The Superannuation Adjustment Benefits Act ................ 67,010,554 51,875,899 





—— 


2,211,139,441 1,681,829,444 
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Expenditure under the above Acts for the fiscal years 1979-80 and 1978-79 ac- 
counted for 93.8 per cent of total Statutory Appropriation payments made in both 
fiscal years. Public Debt interest expenditure of $1.408 billion and $1.230 billion 
for fiscal years 1979-80 and 1978-79 respectively is included in the amount shown 
under The Financial Administration Act. 


Excluded from the above figures are Statutory appropriations relating to On- 
tario Hydro transactions which can be summarized as follows: 








1979-80 1978-79 
$ $ 
_ The Financial Administration Act 
Ontario securities issued on behalf 
of Ontario Hydro: 
Bee LCE OS Vata mec ed hen cry rosa. 315,992,485 244,434,496 
So nSecuiitiess Tetivedwity 10. wig elh Woes up, Pov! 86,234,000 82,737,000 
_ The Power Corporation Act 
Advances to Ontario’ HyGr0 6...) .cc.isecssc. cc. 300,000,000 750,000,000 


702,226,485 1,077,171,496 


For reference purposes, 1979-80 Statutory payment activity is summarized in 
Exhibit 3 of this Report. 


j 
5.15 Statement of Budgetary Expenditure. The Statement of Budgetary Expendi- 
ture is contained in Volume 1 of the 1979-80 Public Accounts and is reproduced in 
Exhibit 1 to this Report. A more detailed analysis of total budgetary expenditure 
can be obtained by the use of the standard accounts classifications. Under these 
Classifications the budgetary expenditure for the fiscal years 1979-80 and 1978-79, 


_as shown on pages 2-15 and 33, respectively, of Volume 1 of the Public Accounts 
‘May be summarized as follows: 





1979-80 1978-79 
: $ % $ % 
Transfer PAVINCNIS. lca se ee. 11,020,012,779 71.8 10,061,275,409 12.3 
‘Salaries and Wages ..................... 1,477,606,650 9.6 1,347,377,552 9.7 
Other Transactions 
| — Public debt expenditure 
(interest on debentures, 
Be is tes errat ean Rs ee condos: 1,407,564,397 9.2 1,229,844,470 8.8 

TE TS 6, Ce, 57,263,437 4 48,594,067 4 
oe ee ee ee $18,127,172 3.4 471,583,926 3.4 
Acquisition/Construction of 
Pnysical Assets .................... 443,611,987 2.9 371,182,289 PAT 
Supplies and Equipment .......... 297,558,850 1.9 260,652,473 9 
Employee Benefits ..........._.. 241,661,401 1.6 226,756,531 1.6 
Transportation and 
lee COMmunication ................ ... 117,886,749 oe 102,571,585 w 
15,581,293,422 14,119,838,302 
Less: Recoveries from other 
Activities, Ministries, etc. . 235,427,917 G15) 207,330,035 (1.5) 
Total Budgetary Expenditure _. 15,345,865,505 100.0 13,912,508,267 | 100.0 











\ 
} 


Transfer payments represent expenditure made to individuals, organizations 


and other levels of government, and for which the Province does not directly re- 


4 


| 


| 
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ceive goods or services. Such expenditure is made in accordance with legislation or 
established Ministry policy. 


Recoveries from other Activities and Ministries relate mainly to costs incurred 
by certain Ministries, on behalf of other Ministries, which are subsequently recov- 
ered from the benefiting Ministries. For Public Accounts presentation purposes, 
these recoveries are generally not netted against the particular expenditure category 
or sub-category (e.g. salaries and wages, services, etc.) but are deducted in total 
from aggregate expenditure. 


The other standard accounts classifications are largely self-explanatory; how- 
ever, a more detailed description of the type of expenditure included in each classi- 
fication is contained on pages viii-ix of Volume 1 of the 1979-80 Public Accounts. 


In 1979-80 over $7.8 billion, or more than 71 per cent of the total transfer 
payments, was expended by three Ministries. The comparable figures for 1978-79 
were $7.3 billion and 73 per cent, respectively. A summary of the payments by the 
three Ministries, including identification of major categories, is as follows: 


Ministry Category 1979-80 1978-79 
$ $ 
Health Operation of hospitals and 
related. TACiities’..cci;nc Ate ene 2,160,988,137 2,054,231,728 


Payments re physicians’ and 
practitioners’ services 


under: O;FLLP eA ee 1,122,035,330 1,023,264,293 — 
Other transfer payments ................ wee 686,871,367 606,506,804 
3,969,894,834 3,684,002,824 © 
Education General Legislative Grants 
(payments to school boards) ........ 2,120,618,585 1,968,800,648 © 
Payment to Teachers’ 
Superannuation Commission .......... 347,197,859 329,504,182 
Other transfer payments ...................... 13,690,293 15,502,286 © 
2,48 1,506,737 2,313,807,116 


Colleges and 
Universities Grants for Universities and 


related organizations ..................... 884 614,632 848,973,429 
Grants for Colleges of Applied Arts 
and Technology,..etc. 2:542020 448,728,157 417,334,697 
Other transfer payments. ........................ 93,439,806 86,720,083 
1,426,782,595 1,353,028,209 © 
stat 7 a ee en ee a boty 7,878,184,166 7,350,838,149 





5.16 Write-Off of Uncollectable Accounts. Section 14 of The Financial Adminis- 
tration Act reads as follows: 


“14.—-(1) Where a person has an obligation or debt due to the Crown or 

the Crown has a claim against a person, the Treasurer may, subject to any. 
other Act affecting such obligation, debt or claim, negotiate and accept 4 

settlement in payment and satisfaction of such obligation, debt or claim, OF ” 
may determine that any such obligation, debt or claim is uncollectable. 


(2) The Lieutenant Governor in Council, on the recommendation of | 
the Treasurer, may, if he considers it in the public interest, delete from the» 
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accounts any loss incurred in any settlement or determination made under 
subsection 1. 








(3) The losses deleted from the accounts bee any fiscal year shall be 
reported in the Public Accounts for that year. . 


| A summary of the losses deleted from the accounts for the past five years is 
_as follows: 








Bey ORME Ad Ph. oo, eo $ 5,675,684 
DPM a er Les a 7,310,545 
anlar conta) 9 Mla ms a anes 23,502,201 
MUR VOC LAE Re 17,454,136 
DIVOECO WE) WO fyi orl) 0s, 15,342,289 


During the 1979-80 fiscal year 14 Orders in Council were passed authorizing 
the deletion of losses from the accounts. Deleted losses totalled $15,342,289 and 
are summarized by Ministry on page 3-15 of Volume 1 of the Public Accounts. 
The following additional comment is provided for some of the larger write-offs. 


Over 2,200 uncollectable accounts of the Motor Vehicle Accident Claims 
Fund amounting to $4,332,204 were written off by the Ministry of Consumer and 
Commercial Relations. Most of the accounts written off had balances of less than 
$5,000. The major portion of the total write-offs pertained to claims/judgements, 
4 least 15 years old, on which no payments had been made for at least 5 years. 


The Ministry of Revenue wrote off $2,768,453 with respect to GAINS over- 
payments and various unpaid taxes. The major write-offs were as follows: 


| The Ontario Guaranteed Annual 


Income Tax Act, 1974 (GAINS) ..__.. 1,005,823 
ihevinetm lesen lax AGtWA teva (Sts seedtae vou 852,661 
UMC COLDOLATION SAX ACE Foe yee nee ag ox aces 741,838 


The Ministry of Colleges and Universities wrote off $2,662,485, of which 

$2,571,119 represented disallowances by the Government of Canada for claims 
submitted for the fiscal years 1971-72 to 1973-74 under the Adult Occupational 
Training Agreement. 
5.17 Deposit, Trust and Reserve Accounts — Superannuation Adjustment Fund. 
This fund was established by The Superannuation Adjustment Benefits Act, effec- 
ive July 18, 1975, to provide a cost of living adjustment to persons in receipt of 
ensions payable out of pension funds to which contributions are paid directly or 
ndirectly out of the Consolidated Revenue Fund. The regulations under the Act 
lesignate the pension plans to which the Act applies. Pension plans so designated 
it March 31, 1980 were the Teachers’ Superannuation Plan, the Public Service 
superannuation Plan, the Retirement Pension Plan of Ryerson Polytechnical Insti- 
ute and the Caucus Employees Retirement Plan. 


__ The balance in the Fund, which is on deposit with the Treasurer of Ontario, 
Otalled $347,153,832 at March 31, 1980. For the 1979-80 fiscal year, receipts 
nd disbursements amounted to $106,117,789 and $10,430,341 respectively. A 


| 
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statement of the Fund and supplementary statements for each participating plan are 
shown in Volume | of the 1979-80 Public Accounts, pages 3-6 to 3-10. 


Payments into Superannuation Adjustment Fund 

Under the Act, contributors to participating pension plans contribute one per 
cent of their salaries to the Adjustment Fund and these contributions are matched 
by the employer. There will be no change in the rate of contribution before January 
Pe Sle 


Regulations under the Act have established a review committee for each of 
the four designated plans. The committees are comprised of representatives of the 
employers and contributors, and periodically review: 

(a) the rate of contributions to the Fund by the employer and contributors; 

and 

(b) their accounts maintained under the Fund in relation to such pension 

plans; 


and make any recommendations related thereto to the Minister. 


As previously mentioned, the balance in the Adjustment Fund is on deposit 
with the Treasurer of Ontario. Interest is credited to the Fund at the close of each 
fiscal year out of the Consolidated Revenue Fund at a rate and in a manner which > 
is determined from time to time by the Lieutenant Governor in Council. Interest 
credited for the 1979-80 fiscal year totalled $28,025,294. Of this amount 
$19,101,790 related to the Teachers’ Superannuation Plan and $8,830,008 to the 
Public Service Superannuation Plan. The 1979-80 interest rate for these plans was: 


11.44 per cent per annum, provided that the net amount remains on 
deposit with the Consolidated Revenue Fund for not less than 15 years. 


Payments out of Superannuation Adjustment Fund 

Cost of living adjustment benefits are paid out of the Adjustment Fund to only 
those recipients who had contributed to the Fund. Benefits are determined annually, 
based on the increase in the Consumer Price Index (C.P.I.) for Canada up to a 
maximum of 8 per cent in any year. In years where the C.P.I. increases more than 
8 per cent, the amounts in excess of the 8 per cent are accumulated and paid out) 
in years when the C.P.I. increases less than 8 per cent. Since 1975, the C.Px 
increase in every year, except for 1977 when it was 7.2 per cent, has been over 
8 per cent. The maximum cost of living adjustment of 8 per cent has been paid 
in every year since the inception of the Act. 


Payments out of Consolidated Revenue Fund 

The employer, in addition to matching the contributions of those contributors | 
to the Adjustment Fund, is required under the Act to pay cost of living adjustments 
to those recipients who had not contributed to the Adjustment Fund by reason of 
retirement before the establishment of the Act. Prior to The Superannuation Ad- 
justment Benefits Act, 1975, ad hoc cost of living adjustments were made by the’ 
Province to recipients of pensions under The Teachers’ Superannuation Act and 
The Public Service Superannuation Act. Cost of living adjustment payments are 
still being made under these two Acts in order to maintain the appropriate level of 
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benefits for pensioners who retired before the commencement of The 


| Superannua- 
tion Adjustment Benefits Act, 1975. 







! Major pension plans designated under The Superannuation Adjustment Bene- 
fits Act, 1975 are the Teachers’ Superannuation Plan and the Public Service Super- 
annuation Plan. For both of these plans the Province is deemed to be the employer. 
Consequently, matching contributions and payments of benefits to those pensioners 
who had not contributed to the Adjustment Fund are made by the Province through 
the Ministry of Education and the Ministry of Government Services respectively. 
Expenditure in this regard and ad hoc cost of living adjustments authorized under 
The Teachers’ Superannuation Act and The Public Service Superannuation Act for 
the 1979-80 fiscal year, with comparable figures for the preceding year, were: 


\ 
il 











1979-80 1978-79 
1 $3 : 


Province’s matching contributions to Adjustment Fund 
eachers: superannuation Plan G0), he 24,047,333 22,203,413 





Public Service Superannuation Plan... ....................... 12,659,895 11,608,659 
Ghee oe Boe os Sy ae eee, Se ae ee 36,707,228 33,812,072 
Province’s payments for benefits to non-contributors 
| to Adjustment Fund 
Teachers’ Superannuation Plan ................6.0000000000-....00....... 50,105,807 42,501,942 
Public Service Superannuation Plan ........................ 25,013,343 21,231,983 
POA wer, Meare ee BPN Tree! Ne ket) ell Ae 75,119,150 63,733,925 
Total Payments out of Consolidated Revenue Fund .......... 111,826,378 97,545,997 
} SE ET ERS RS Speen eee seamen as 











It is interesting to note that the cost to the Province for benefits to non-contributors 


currently is more than double the cost to the Province for matching contributions 
to the Fund. 


Contributors and Recipients 


| Based on information supplied to us with respect to the Teachers’ Superan- 
‘nuation Plan and the Public Service Superannuation Plan, the number of con- 
tributors to the Adjustment Fund and recipients of cost of living adjustments at 


March 31, 1980, except as noted below, was as follows: 
i 





























| No. 
Contributors to Adjustment Fund: 
__ Teachers’ Superannuation Plan (at December 31, 1979) .............. Le 133,486 
| Stile service. superannuation Platt. ol ae 78,721 
| HH STENL wlohe hier, lhe at ie, ellie. debe aA RM lt: Oh nar 212,207 
Recipients of cost of living adjustments 
i Contributors to Adjustment Fund: 
Peachers Sunerammiuation Plan ce oieccccsdeodsoidsssssassodess aes ep Pan bene on ONS 4,706 
Pubucwsecrvice superannuation Plan .2)..0 00)... A0e SR 6,337 
NR ELE Gasol. sry 08d ele Rl el RA ACR ee 11,043 
_ Non-contributors to Adjustment Fund: 
Die seDe ts Sea eamenitaticn API AT eee SA Rete) Eco me hinc adele anvadnglite 16,396 
Public Service Superannuation Plan ........0.....c0..-c0.c0c000-- es rig Meee Deh ih 12,682 
SUPE OVA UME cB 0 > te Ne af a 29,078 
| 
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6 
OFFICE OF THE PROVINCIAL AUDITOR 


6.1 Primary Audit Responsibilities. The primary audit responsibilities of the 
Provincial Auditor are twofold, and involve the examination of: 
(i) The accounts of the Province in accordance with his appointment as 
auditor under The Audit Act, 1977, as amended. 
(ii) The accounts of agencies of the Crown in accordance with his appoint- 
ment as auditor under various related statutes or other appropriate 
authorities. 


The examination of the accounts of the Province for the year ended March 


31, 1980 was made in conformity with section 9(1) of the Act, which reads as — 


follows: 


“The Auditor shall audit, on behalf of the Assembly and in such manner as_ 


the Auditor considers necessary, the accounts and records of the receipt and 
disbursement of public money forming part of the Consolidated Revenue 
Fund whether held in trust or otherwise.” 


All Ministries were subject to audit in accordance with section 9(1) through- 


. 


out the 1979-80 fiscal year. A listing of such audits covered by this Report appears » 


in Exhibit 5. 
Agencies of the Crown are defined in section 1 (a) of The Audit Act, 1977, 


as amended, which has been reproduced as part of section 3.1 of this Report. For 


the year ended March 31, 1980 the Provincial Auditor had direct audit responsi- 
bility for fifty-two such Agencies pursuant to his appointment as auditor by share- 
holders, governing bodies or under various statutes. These Agencies are listed as 
parts (1) and (ii) of Exhibit 6 to this Report. 


In the case of seven additional Agencies shown as parts (iii) and (iv) of 


Exhibit 6, public accountants have been designated as auditors. However, pur- 
suant to section 9(2) of the Act, these audits are performed under the direction 
of the Provincial Auditor, and the public accountants are required to report to the 
Provincial Auditor. 


6.2 Primary Reporting Responsibilities. Under section 12 of the Act, the Provin- 
cial Auditor is required to report annually, through the Speaker, to the Legislative | 


Assembly on the results of his examinations. Section 12(2), which summarizes” 


the required content of the annual report, reads as follows: 


“In his annual report in respect of each fiscal year, the Auditor shall report: 
on, | 


(a) the work of the Office of the Auditor, and on whether in carrying on the’ 
work of the Office the Auditor received all the information and explana-' 
tions required; | 


(b) the examination of accounts of receipts and disbursements of public) 
money; | 


| 
! 
1 





i (d) 


(e) 


(f) 


| (c) 
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the examination of the statements of Assets and Liabilities, the Con- 
solidated Revenue Fund and Revenue and Expenditure as reported in 
the Public Accounts, and shall express an opinion as to whether the 
Statements present fairly the financial position of the Province, the re- 
sults of its operations and the changes in its financial position in accord- 
ance with the accounting principles stated in the Public Accounts applied 


on a basis consistent with that of the preceding fiscal year together with 
any reservations the Auditor may have; 


all special warrants issued to authorize payments, stating the date of each 
special warrant, the amount authorized and the amount expended; 


all orders of the Management Board of Cabinet made to authorize pay- 


ments in excess of appropriations, Stating the date of each order, the 
amount authorized and the amount expended; 


such matters as, in the opinion of the Auditor, should be brought to the 
attention of the Assembly including, without limiting the generality of 
the foregoing, any matter related to the audit of agencies of the Crown 


or Crown controlled corporations or any cases where the Auditor has 
observed that, 


(i) accounts were not properly kept or public money was not fully 
accounted for, 

(ii) essential records were not maintained or the rules and procedures 
applied were not sufficient to safeguard and control public property 
or to effectively check the assessment, collection and proper allo- 


cation of revenue or to ensure that expenditures were made only 
as authorized, 


(ii) money was expended other than for the purpose for which it was 
appropriated, 

(iv) money was expended without due regard to economy and efficiency, 
or 

(v) where procedures could be used to measure and report on the 
effectiveness of programs, the procedures were not established or, 


in the opinion of the Auditor, the established procedures were not 
satisfactory.” 


For reference and identification purposes the above legislative provisions can 
2€ related to the content of this Report, or otherwise commented upon, as follows: 


12(2) (a) 


} 


}) 


12(2)(b) : 


12(2) (f) 





2(2) (c) . 


2(2)(d) : 


: Refer to comments contained in this chapter of the Report. In carry- 
ing on the work of the Office, we received all the information and 
explanations required. 


Refer to “Comments on Ministry Operations” (chapter 2), “Com- 
ments on Crown Agency Operations” (chapter 3) and “(Comments 
on Internal Audit Operations” (chapter 4). 


Refer to “Provincial Auditor’s Opinion” (Exhibit 1) and “Public 
Accounts of the Province” (chapter 5). 


No Special Warrants were issued during the 1979-80 fiscal year. 
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12(2)(e) : Refer to Exhibit 2. 


6.3 Other Audit and Reporting Provisions. In addition to the primary audit and 
reporting responsibilities covered in the preceding two sections, The Audit Act, 
1977, as amended, contains other provisions dealing with the rights and responsi- 
bilities of the Provincial Auditor in matters related to auditing and reporting. 
Sections of the Act dealing with these matters are summarized as follows: 


__ In addition to his annual report, section 12 of the Act permits the Pro- 
vincial Auditor at any time to make a special report to the Speaker of the 
Assembly relating to any matter that in his opinion should not be de- 
ferred until the annual report. The Speaker is then required to lay such 
special report before the Assembly forthwith. 


__ In the case of any grant payments made by the Province or an agency of 
the Crown, section 13 of the Act provides that the Provincial Auditor 
may perform inspection audits thereof, and also may obtain a full ac- 
counting of the disposition of such grants from the recipients. Inspection 
audits are defined as examinations of accounting records. 


__ Under section 16 of the Act, the Provincial Auditor is required to examine 
into and report on any matter referred to him in respect of the Public 
Accounts by a resolution of the Standing Public Accounts Committee. 


—— Section 17 of the Act requires the Provincial Auditor to undertake such 
special assignments as may be required by either the Assembly, the Stand- 
ing Public Accounts Committee (by resolution of the committee), or by 
a Minister, provided that such special assignments do not take precedence 
over his other duties. Further, if such an assignment is referred to the 
Provincial Auditor by a Minister, it can be declined if, in his opinion, 
it conflicts with his other duties. 


Pursuant to section 17 of the Act, the Standing Public Accounts Committee 
passed a resolution at its June 12, 1980 meeting requiring the Provincial Auditor 
to review certain Provincial land assembly projects in detail. Our memoranda re- 
sulting from four of these reviews (Townsend, South Cayuga, Saltfleet and Ed- 
wardsburgh) formed the subject matter of Committee meetings during the three 
days from August 25 to 27. It is our understanding that hearings on this subject 
will resume during the fall session of the Legislature. 


6.4 Organization and Personnel. The Office of the Provincial Auditor is divided 
into four branches, each of which is administered by a Director. 


Public Accounts Audit Branch: audits the financial statements of the Province 
appearing in Volume 1 of the Public Accounts. 
Responsible for the preparation of material for 
the Auditor’s annual Report and liaison with 
the Standing Public Accounts Committee. Also 
responsible for the conduct of special assign- 
ments and specific operational (program) fe 
views. 
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_ Ministry Audit Branches Qe audit the accounts and records of the receipt 
| and disbursement of public money forming 
part of the Consolidated Revenue Fund. Also 


audit the accounts of certain agencies of the 
Crown. 





Crown Agency Audit Branch: audits boards, commissions and other agencies 
| of the Crown. Where specified by legislation, 


| directs audits of agencies performed by public 
| accountants. 
| An organization chart of the Office is presented in Exhibit 4 to this Report. 


| 


At the date of this Report, the staff of the Office numbered eighty-one, thirty- 
seven of whom are professionally qualified accountants. Thirty employees are en- 
tolled in various stages of courses leading to professional qualification through one 
of the following: The Certified General Accountants Association of Ontario, The 


Institute of Chartered Accountants of Ontario, or The Society of Management 
Accountants of Ontario. 


6.5 Nature of Audit Activities. In order to express a professional opinion on the 
financial statements of the Province and numerous agencies of the Crown, audits 
are conducted in accordance with generally accepted auditing standards, as prom- 
ulgated by the Canadian Institute of Chartered Accountants. All Ministry and 
Agency audits include a general review of the accounting procedures and systems 
of internal control, together with such tests of accounting records and supporting 
evidence as are considered necessary in the circumstances. Additionally, consider- 
able emphasis is placed on determining whether there is full compliance with ex- 
isting Statutes and Regulations. 


The year-end audit activities of the Public Accounts Audit Branch, combined 
with the ongoing audits carried out by the two Ministry Audit Branches, enable 


the Provincial Auditor to express an opinion on the financial statements of the 
Province. 


In addition to the preceding activities of a financial/compliance nature, sec- 
tion 12 of The Audit Act, 1977, as amended, requires the Provincial Auditor to 
report on any cases where he has observed that money was expended without due 
regard to economy and efficiency, as well as any adverse observations related to 
the procedures undertaken by Ministries and Crown Agencies to measure the effec- 
‘iveness of their programs. With regard thereto, an integral part of all Ministry 
audits consists of a review of one or two programs/activities dealing with matters 
-elated to economy, efficiency and procedures to measure effectiveness. Similar 


fe 


‘eviews are undertaken, where feasible, as part of agency of the Crown audits. 
Additionally, the Office has two audit teams whose duties are essentially devoted 
0 the performance of operational reviews of Ministry/Agency programs, together 
vith special assignments. 





' In connection with Ministries/Agencies whose accounting records are main- 
ained on electronic data processing (EDP) equipment, our audits include a re- 


} 
| 


| 
| 
| 
} 
} 


| 
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view of at least one application of the computerized system. This review includes 
the preparation of flow charts dealing with both manual and automated procedures, 
a summary showing input-processing-output of computer processes, completion of © 
an internal control questionnaire for EDP processing, the identification of key 
control points, and related audit procedures to verify that the system is functioning 
properly and to identify any weaknesses. 


As in previous years, the major revenue-producing areas of the Government 
were given concentrated audit coverage. In this regard, an audit team is located at 
the Ministry of Revenue to perform a continuous audit of taxation revenue. Such 
revenue amounted to over $8.5 billion or 59.9 per cent of the Province’s total 
revenue for the year. Similarly, our Office maintains a separate group of auditors 
whose main function is the review of claims on the Government of Canada which 
arise from contributory or cost-sharing agreements and programs. 


A major undertaking of the Office during the past year has been the carrying 
out of an in-depth review of the internal audit operations within all Ministries and 
certain agencies of the Crown. The purpose of this review was to assess the effici- 
ency and effectiveness of each internal audit branch, and to determine the extent 
to which the Office can rely on the work of internal audit. 


This review was carried out under the direction of a senior partner from a 
national accounting firm, who was assisted by one member of his staff together with 
three professionals from this Office. Observations and recommendations resulting 
from this review form the basis for Chapter 4 of this Report. 


6.6 Staff Training and Professional Development. The establishment and main- 
tenance of a program of ongoing staff training is considered essential to the long- 
term development of the Office and its staff. Employees at the student level are 
required to actively pursue courses of study leading to a recognized accounting 
designation. Their training within the Office consists of on-the-job experience to- 
gether with formal training under the direction of our staff training officer. Addi- 
tionally, our professional staff participate in courses and seminars designed to en- 
hance their auditing skills. 


During the past year, seminars have been held dealing with subjects such as 
staff orientation (basic organization of the Government of Ontario and of the 
Office of the Provincial Auditor), communications (oral and report writing skills), 
audit level II (auditing objectives and methodology in the context of a complete 
Crown agency audit), basic accounting, statistical sampling and EDP audit me- 
thodology. 


Similar courses, together with an expanded course for students relating to 
EDP control and audit guidelines, have been scheduled for the fall and winter 
months. 

6.7 Meeting of Legislative Auditors. The eighth annual meeting of the Provincial 
Auditors and the Auditor General of Canada was held in Winnipeg, Manitoba! 
from August 11-13, 1980, and was attended by two members of this Office. These 
meetings serve as a forum for the discussion of many mutual interests and concerns’ 


OFFICE OF THE PROVINCIAL AUDITOR 125 
| 

_and the sharing of technical and other information related 
spective Offices. 


to the work of the re- 


, As was the case last year, a meeting of the representatives of the Public 
| Accounts Committees from the provinces and Canada was held at the same time 
_in Winnipeg. This provided an opportunity for a combined meeting, on August 13, 


_of the two groups at which an informative discussion of common concerns took 
place. 





6.8 Examination of the Accounts of the Office of the Provincial Auditor. 


Section 
28 of the Act reads as follows: 





“A person or persons, not employed by the Crown or the Office of the As- 
sembly, licensed under The Public Accountancy Act and appointed by the 
Board, shall examine the accounts relating to the disbursements of public 
money on behalf of the Office of the Auditor and shall report thereon to the 
Board and the Chairman of the Board shall cause the report to be laid before 
| the Assembly if it is in session or, if not, at the next ensuing session.” 





| The Board referred to in the preceding quotation is the Board of Internal 
‘Economy. The audit for the year ended March 31, 1979 was completed and the 
‘resulting unqualified report, dated July 9, 1979, was tabled in the Assembly on 
October 11, 1979. 


: Regarding the audit for the year ended March 31, 1980, the following report, 
dated August 20, 1980, has been deposited with the Clerk of the House and will 
| be laid before the Assembly during the fall session: 


“We have examined the statement of expenditure of the Office of the Pro- 
vincial Auditor for the year ended March 31, 1980. Our examination was 
made in accordance with generally accepted auditing standards, and accord- 
| ingly included such tests and other procedures as we considered necessary in 
the circumstances. | 


“In our opinion, this statement presents fairly the expenditures of the Office 

of the Provincial Auditor for the year ended March 31, 1980 in accordance 
| with the basis of accounting described in Note 1 to the statement applied 
on a basis consistent with that of the preceding year.” 


By way of explanation, Note 1 to the statement reads as follows: 


“The statement of expenditure has been prepared using the basis of account- 
ing followed by the Province of Ontario with respect to the Public Accounts. 
This basis uses the ‘cash flow’ principle of accounting modified to allow an 
additional thirty days to pay for goods or services pertaining to the fiscal 
_-year just ended.” 
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EXHIBIT 1 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The Accounting Entity 

In the operations of its financial affairs the Province employs the concept of a 
Consolidated Revenue Fund, unique to the parliamentary system of government. 
The financial transactions of government ministries are recorded and displayed as 
Consolidated Revenue Fund cash inflows and outflows. With respect to the finan- 
cial operations of provincial crown corporations, agencies, boards and commissions, 
the financial statements of the Consolidated Revenue Fund reflect only the extent 
to which their operations have been financed from or have contributed to the Fund 
for the year. 


The Accounting Basis 

The Province uses the cash basis of accounting for its financial transactions, 
modified to allow an additional thirty days to pay for goods and services pertaining 
to the fiscal year just ended. In this regard, payments to employees for the pay 
period which overlaps the fiscal year end date are apportioned between the two 
years. Cash inflows, on the other hand, are closed at March 31 for cash received 
or in transit. The cash basis of accounting, modified as described, is used to dis- 
close to the public the stewardship of the Government in regard to monies entrusted 
by appropriation, and raised through taxes and borrowing. Revenues and expendi- 
tures being unrelated in nature are matched only by timing of cash flow. 


Classification of Transactions 

The transactions of the Province are presented in summary form according to 
the four distinct areas of government activity through the Consolidated Revenue 
Fund. 


“Budgetary Transactions” are operational activities which include the 
revenues raised through taxation, premiums, fees, licences and permits, pay- 
ments from the federal government under shared-cost programs and income 
from investments. Expenditures on government programs include payments 
for goods and services, interest on the public debt, salaries, transfer payments 
to individuals, municipalities and institutions under various social programs, 
subsidies and grants, and the acquisition or creation of fixed assets. 


“Non-Budgetary Transactions” are the lending, investment and_ trust 
administration functions which include, as distinct from expenditure, the gov- 
ernment lending and investment activity in various crown corporations, age: 
cies and municipalities. All of these loans and advances are repayable 01 
represent equity holdings supported by the assets of the corporations. Alsc 
included in this category is the activity within deposit, trust and certain specia. 
purpose accounts. “Disbursements” is the term used to describe the lendin§ 
and investment transactions of the government. “Receipts” consist of the re 
payment of loans or recovery of investments. “Credits” is the term used t¢ 
describe payments into deposit, trust and special purpose accounts. Payment 
made from these same accounts are termed “Charges”. 
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L “Debt Transactions” are the borrowing and repayment transactions 


which include obligations issued to both non-public and public sources of 
funds. 








“Ontario Hydro Transactions” relate to amounts borrowed by the Prov- 
ince on behalf of Ontario Hydro. The Province issues debentures and ad- 
vances the proceeds to Ontario Hydro in exchange for bonds with the same 
terms and conditions. Since these transactions and the ensuing retirement and 
debt servicing costs are the result of a financing alternative and are not a part 
| of the Province’s own budget plan, they are classified separately. 


Assets and Liabilities 
| The assets and liabilities reported in the financial statements are financial 
claims which have been created by cash transactions. The assets are claims by the 
Consolidated Revenue Fund on other parties. The liabilities are claims by other 


parties on the Consolidated Revenue Fund. 


| Since expenditures on fixed assets do not represent financial claims on other 
parties and are not considered to differ from any other service to the public they 


are not reported as assets but are expensed as budgetary items in the year of 
acquisition. 


Debentures, notes and treasury bills are recorded as liabilities at the face value 
of the debt instrument, and discount, premium and commission expenses are 
treated as current year budgetary transactions. The general resources of the Prov- 
ince are used for the continued orderly retirement of debt and no sinking funds are 
maintained for this purpose. 


| The contingent liabilities of the Province consist of guarantees by the Trea- 
surer of Ontario of debt instruments issued by provincial agencies, boards and 
commissions and bank loans under certain government programs. Other significant 


legal commitments and liabilities are disclosed in notes to the financial statements. 


The net debt of the Province is the excess of liabilities over recorded assets. 
It is also the accumulation of all budgetary deficits and surpluses since Confedera- 
tion. The year-to-year change in net debt is the amount by which revenues exceed 
or are less than budgetary expenditures. 
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EXHIBIT 1 
STATEMENT OF CONSOLIDATED REVENUE FUND 
for the year ended March 31, 1980 
($ millions) 
Budget Actual Actual 
1980 1980 1979 
Opening Balance 
Cash, temporary investments 
and marketable securities ............ 1,020 548 
Budgetary Transactions 
Revente een ecatete 13,446 14,214 | Pane 2s 
Expenditure. ©: /nae0. tinker ane tc, abacdesciakt 15,105 15,346 13,913 
Budgetary deneit. ....0:.neece ee (1,659) (1,132) (1,598 
Non-Budgetary Transactions 
Loans, Advances and Investments 
Receipts Miia. Ae See 444 391 420 
DiSWULSOMenits scicccnastcismreosseonare 329 axl 378 
Net Decrease in Loans, Advances 
Qn INVESHMNENIS ©. ...ccc cece | id 40 42 
Trust Administration Functions 
CTECUS” te eee eee mf 641 491 
Char ree) 60 Pee, eee. ee 124 133 122 
Net Increase in Trust Administra- 
tion (Puactionsic:.< 2 391 508 369 
Non-Budgetary Transactions (net) 506 548 411 
Net Cash Requirements ............................ (1,153) (584) (1,180) 
Debt Transactions 
Proceeds ot Logg? .424.) ni, A ee 1,580 1,567 1,763 
Retirements of Loans 12.44.2254) 285 434 111 
Debt Transactions (net) .............. 1,295 1,133 1,652 
Ontario Hydro Transactions 
Proceeds of. Debentures 2...4,..45.048 300 750 
Retirements of Debentures .................... 86 83 
214 667 
Related Advances, Interest and 
Recoveries 44. uhG. lou eee (214) (667) 
Ontario Hydro Transactions 
(NOE) CRs, Oe week ee an — a 
Closing Balance 
Cash, temporary investments 
and marketable securities ...... ... 1,569 1,020 








See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 





EXHIBITS 
t 
STATEMENT OF BUDGETARY REVENUE 
| for the year ended March 31, 1980 
: ($ millions) 
| Budget 
1980 
Taxation 
BP CESOMAL ACOMIO AX Mel ee kes ence rds ose vvdaciachoceat cs 2,971 
eral SALES MAX WINOLE oii eee ccd ya ls dsscl dovewessass 2,295 
BEC EDOLATIONS FPA Xovii cif cc ccoo5 ss chesseenes jasseecgssecscigeoses 1,335 
ROLL SUE Ei cate, Ec cep cheek sia So adtessiecase 607 
SI RCCO MEK Perce ic cs cc need ssbowachinlinadesive oveesons 222 
: SACU GAMES SVG TOE DTS) I By a 122 
MATTING PLOTS ok AK re cence tesechivodesvccdccesessocosescese 50 
RI CALS LOL LAX hes es et cco creichansdneseides.veesiaevessuase 92 
 CCOSSIONS DULY specks hea narnia, sesdasecihs sLlvchtouwlecie«. 35 
hae KS ie LX iret rt a veennsvacchsspntecexe 49 
Federal Government Income Tax Revenue 
CSU AT AIERCS Wich ec us ka eee Pes nseu see 5 
CUTS RE he ee er Peed Srtute ies) A 2 9 
7,862 
ther Revenue 
Premiums—Ontario Health Insurance Plan ...... ... 1,035 
Profits from Crown Corporations and Boards 
Liquor Control Board of Ontario ...................... 412 
Ontario Lottery Corporation ..........0.:00...ccccc00 53 
| Ontario Energy Corporation (Note 3) ............. 37 
' Vehicle He OARUEC Typ) Dec) @ ne 310 
Nee Liquor Licence Board—fees ..........ccccsccseccccesccecscecccces 119 
Meer Other fees and licences. .........c::ccc.ccccccesesesccocsccssscesecees 145 
Meerines and Penalties oo. 0.0... ....cecsessceoecsee ro Ree 69 
ECORYS ET ee ECan ete) ean eae eae ne ee 58 
Meriivemenvice Charges ei ic....c..-cssscccsveececseoeccsceteense 48 
BOA FMM cere ry 22ers Sal sees tl Sos oan cansdidnenveinenrs 108 
2,394 
) 
yovernment of Canada 
_ Established Programs Financing 
Res MAS OLTCDUTLONOR, 65 vc does Gea de ssatison'ss ssennate gee oees 1,834 
Extended Health Care Services .................00004 210 
Meee anagarAssistance Plamiiii0...issecsccheccccscacscesenseees 455 
| Economic Stimulation (Note 10) 00.0.0... 
_ Adult Occupational Training Agreement .................. 100 
TSE? ase aeeee ag ect 171 
2,770 
aterest on Loans, Advances and Investments .................. 420 
otal Budgetary Revenue .o..............cccccccc ccssceseseecescetesvevee 13,446 





tatements. 
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2,788 
428 
12,322 














ee accompanying Summary of Significant Accounting Policies and Notes to the Financial 
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EXHIBIT 1. 
STATEMENT OF BUDGETARY EXPENDITURE 
for the year ended March 31, 1980 
($ millions) 

Budget Actual Actual | 

1980 1980 1979 

Social Development Policy Field 

PGA OR ol ac cnsvieedoe ee eae 4,183 4,269 3,955 
Bducatigti(Note EZ) tai ees on eee cotdege dee errand Ppa te 2,563 2,391 
Colleses: anid. Ti Versitiggt 0:30. 6 ce ohereenareateerieestnens 1,430 1,446 1,371 
Community “and: Social Services cgi 4 coe aeons oem 1,318 1,342 1,22 
Culturesantds Kesreationy ec. sstvecrsanadpacete atte niemerna tue 189 202 207° 
Social. Development: POHCY ..5-h.ccciccaudee eee rernzee Ps 2 Z| 














Resources Development Policy Field 








Transportation and Communications ...................0. 1,134 1,139 1,069 
Natural ReSOUlCOS a.ctedcsa wuaw tenes ee 261 280 246 
jo koi \ict ks) age Se Enns MRE Eee eh en Ste ©. 227 196 167 
ASTICHIRUTE: ANG. FOOD eiimcceniuys! .m.fuind woxtoae seaman 178 159 174 
Em Vir OTe n ty ieisx.: soe ren rae PT eee ee 130 135 122} 
Industry and" "Tourisay ocean. cane 65 68 60° 
Labonte <2ig5 | Seti cae cae cca ee 40 41 34 
ENerey 8013.44. 5ncc RRs Gls ee 1) 11 10° 
Resources Development POlicy ...............c:ccseceeeeeneees 4 K) a) 

2,054 2,032 1,885 





Justice Policy Field 





Solicitor: Creneral Coates ee eee 175 186 168 | 
Attorney General ................ SN re ee et en FB ey 149 157 140. 
CorrechiOtial Services: Gicc- occcvusshvue we cates eee 131 137 130 
Consumer and Commercial Relations ...................... 64 68 63. 
519 $48 501 








General Government 




















Intergovernmental Affairs (Note 12) ..............0...00005 547 685 510 | 
Government sServices mc. hic nnsicccmen en eeeee ee 212 329 2a ti 
Revenue .......... 5 ah ork daepel out panne: beat been ee 195 194 194 | 
Treasury ‘and , Reonomiies s2a.5.arn cee 225 150 Zi 
Nortierm “Anas. oe ta curec Oe eee 141 137 125 | 
Office of ‘The Assembly? %.) couche 19 20 22 | 
CMGOE cs eck orsccnpe eet hte ee ee py 19 18° 
1,419 1,534 1,143 
Public Debt—Interest ......cicscsccccssossssssesssesssevesssse svssveeserees 1,388 1,408 1,230 
Contingency Fund (Note 11) .o....0... coco cccceceeeceeeeeeeees 88 
Total Budgetary Expenditure 20000000000000.0000000 cece, 15,105 15,346 13,913 | 








—__— 
= 








See accompanying Summary of Significant Accounting Policies and Notes to the Financial | 
Statements. | 
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STATEMENT OF NON-BUDGETARY TRANSACTIONS 
| for the year ended March 31, 1980 
($ millions) 
Budget Actual Actual 
f 1980 1980 1979 
Loans, Advances and Investments 
| Receipts 
| Corporations, boards and commissions 
| Ontario Energy Corporation ................... 105 106 
Ontario Mortgage Corporation ............... 100 45 144 
| The Ontario Education Capital Aid 
OP OEBUONIE, Ree Ble. essste suse 2 73 67 
The Ontario Universities Capital Aid 
Ry er ce A co ket re 30 30 28 
Development Corporations ........................ 18 22 20 
Ontario Housing Corporation .................. 13 5 4 
Citi a. ie eS 8 10 43 
Water treatment and waste control facilities _. 35 $5 52 
Weer a) Ba velab re LEN yO for: TLL pine err 13 22 22 
' Nuclear power generating station—Pickering 
\2 RIO N ee eS isis oh baa vec dechowiec ccs 25 5 20 
Other loans and investments .... . ...................... 25 20 20 
444 391 420 
Disbursements 
Corporations, boards and commissions 
The Ontario Education Capital Aid 
RR EMAE AMIR ee eis oc ccs) sneaeeeveses'verve 69 69 71 
Development Corporations ........................ 37 39 40 
The Crop Insurance Commission 
| SUL UR TS CT TT" Gul GO ate a rr 38 
Ontario Land Corporation ........................ 19 19 15 
| Ontario Housing Corporation .................... 10 4 29 
Ontario Mortgage Corporation ........ ........ 4 15 
| CLIT EE tae Wk a 8 2 21 
| Water treatment and waste control facilities .... 153 139 147 
OARS AO INUMICIALMIES c.... oocicessveseigonccsseseccesness 27. 40 39 
Other loans and investments ...........000.00.000cccc00. 2 1 1 
| + 309 351 378 
Tet Decrease in Loans, Advances and Investments .......... 115 soe 40 42 
rust Administration Functions 
, Credits 
STIS Eg GETS ate, i IT ee 330 333 302 
Deposit, trust and reserve accounts .................. 157 154 128 
The Province of Ontario Savings Office 
Deposits—net increase ..............ccc:ccc0ccscccsee 28 154 61 
515 641 491 
Charges 
| CLAY AR IST ATE Ve SRE oe ge 80 84 71 
Deposit, trust and reserve accounts .............0..... 44 49 51 
124 133 122 
fet Increase in Trust Administration Functions .............. 391 __ 508 369 
otal Non-Budgetary Transactions ........0.....0.cccccccccee 506 548 411 

















2e accompanying Summary of Significant Accounting Policies and Notes to the Financial 
‘atements. 
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STATEMENT OF DEBT TRANSACTIONS 


for the year ended March 31, 1980 
($ millions) 




















Budget 
1980 
Proceeds of Loans 
Non-public 
Canada Pension Plan Investment Fund .......... 960 
Teachers’ Superannuation Fund _.................... 550 
Ontario Municipal Employees Retirement Fund 
Canada Mortgage and Housing Corporation— 
Waste CONTOR [OATIS: acu csorahreeeoreme eon 70 
1,580 
Public 
Treasury bills: (G60) (svc: ciesccsvwigaceenverteen ermectans: 
Total’ Proceeds: GE LO ais aie hows oistes cer dee rpcneiers 1,580 
Retirements of Loans 
Non-public 
Canada Mortgage and Housing Corporation— 
Waste. CONWOL IOGNS) «.a4. water esectone Ne, 
Government of Canada, Municipal Development 
Eat BOSlG sega cnetantieeenn ae: eevee 4 
Government of Canada, Federal-Provincial 
Employment Incentive Programs ........ ..... 3 
26 
Public 
For sgenetal purposes: nce ec eee 64 
Treasury? Bills: (Met cu. cticah eae eee eae 195 
259 
Total Retirements of Loans ...............000.....5 cocceeeeeeeceeteseeees 285 
Debt ‘Transactions. (e€) | 228 isi idicacecccecaoanaansteaep eeeoweenvns 15295 








Actual 
1980 


988 
Jo 


42 
1,567 








1,567 


























STATEMENT OF ONTARIO HYDRO TRANSACTIONS 


for the year ended March 31, 1980 
($ millions) 


Proceeds ‘of debentures (public) .c.ccscuterasteaee ee eee 
Retirements of debenturesu(public). cso ee eee 


Net increase in debentures for Ontario Hydro purposes ..................06 


Related advances, interest and recoveries 
Loans tor Ontario GY GLO. 6.55. chase ae ee ee eee 
Interest on debentures 











a ES 
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See accompanying Summary of Significant Accounting Policies and Notes to the Financia 


Statements. 
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EXHIBITS 
| 
STATEMENT OF ASSETS AND LIABILITIES 

| as at March 31, 1980 

($ millions) 
| Assets 
| 
-ash, temporary investments and marketable securities (Note 1) ade 
Advances TOR EL VOLO UMOLe ame ie. Tere, age” 





Advances and investments—other corporations, boards and 

METIAIISSIOUSHUINOLG 43) Wiech. ke x Noid doa sachcdacsee 
vestments in water treatment and waste control facilities (at cost 
| less recoveries) (Note 4) 
ans to municipalities 


Total recorded assets 


RC het Mien ate Nene 
| Liabilities 

deposits with The Province of Ontario Savings Office ..................... 
SEEMMELTOCSYA NOTE G) teeta EM, Se in. tS, 
eee ee ectist, AN Preserve ACCOUNTS Ci lind. ccbdesesveceetons ned 
advances payable ........ ae 5 an een Armee ET Bcf ocesiracseipn de vananrass 
RE MOU aint, AA PPR 8 BUN cc heen cteaaAcvtiyhhs codes tetyin eatsredcivanet vss. 
Bemeieiresrand: notesd( Note 17) eveccchensses ls scterccsebdissnccvess}ovicestiueaaaveds 
MECC MiiaDINILIES CINGOLE: 8) Li iil, Moa sont eects fonckedadcasads A ovecncetoaterd, 


P2235 


10,701 


21,924 
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1979 


1,020 
3373 


4,340 


WE 
342 
250 


10,500 
9,569 
20,069 


406 
1,567 
399 

91 
325 
17,281 


20,069 


6,734 


ee accompanying Summary of Significant Accounting Policies and Notes to the Financial 


tatements. 


.pproved on behalf of the Ministry of Treasury and Economics. 


.. RENDALL DICK, Deputy Treasurer of Ontario and Deputy Minister of Economics. 


t. McINTYRE, F.C.A., Assistant Deputy Minister, Office of the Treasury. 
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EXHIBIT 1 


NOTES TO THE FINANCIAL STATEMENTS 
(all figures in millions of dollars) 


1. Cash, Temporary Investments and Marketable Securities 
Temporary investments, which include obligations of Canadian chartered banks and other 
short-term investments, are recorded at cost. Marketable securities, which include de-: 
bentures and bonds issued by the Province and Ontario Hydro, are recorded at cost which 
was $57 million at March 31, 1980 (1979 $51 million). The market value of these securi- 
ties was $45 million at March 31, 1980 (1979 $48 million). 


2. Advances to Ontario Hydro 





1980 19799) 

Secured by bonds «........ccctencctee eee ree ee $3,782 $3,568. 
Nuclear power generating station—Pickering onal cbinooiti eae ee > 
$3,782 $3,573 








The Province, in addition to guaranteeing Ontario Hydro debt obligations, has issued U.S. | 
dollar debentures on behalf of Ontario Hydro. The proceeds have been advanced to. 
Ontario Hydro in exchange for U.S. dollar bonds with the same terms and conditions as 
the debentures of the Province. 


The Province, by agreement with Ontario Hydro and Atomic Energy of Canada Limited, 
contributed $100 million to the capital cost of the Pickering nuclear power generating plant) 
and under the terms of a thirty year agreement receives payments based on the net opera- 
tional advantages of the plant. These payments have amounted to $120 million, of which: 
$100 million has been applied to retire the advance and $20 million is included in other, 
budgetary revenue. | 


3. Advances and Investments—Other Corporations, Boards and Commissions 
1980 1979 | 





The Ontario Education Capital Aid Corporation ...........0.cc000000. $1,274 $1,278 
The Ontario Universities Capital Aid Corporation .............00....... 1,174 1,204 
Ontario: Mortbare Corporation” |... tea metedeeeapcn se 585 630 | 
Ontario... band=«Gorporation  \.26:c:cccseecen nt ae 506 492. 
Ontario Housing Corporation ..ciicccsctvni toca ee 204 205 
Development ‘Corporations...4c..).. £.0auGaa. (Ege 215 198 
Ontario, Energy: Comoration \.....;ch thc ee 16 121. 
Other cs. b senile a Ree ae ee eee ee ee 246 212 
— aa | 

$4,220 $4,340 ' 














The Ontario Education Capital Aid Corporation has received advances from the Province 
to purchase bonds or debentures issued by school boards for capital expansion programs. . 

The securities held by the Corporation are the obligations of the individual school boards. 

However, under current support arrangements for local school boards, approved debt 
charges are subject to Provincial grants averaging 75%. Effective April 1, 1980 the loan’ 
program has been replaced by grants to school boards from the Ministry of Education. 
The Corporation will continue to administer the amortization of the outstanding loans. 


The Ontario Universities Capital Aid Corporation, under a program which was discon- 
tinued in 1978, received advances from the Province to purchase bonds or debentures 
issued by provincial universities, colleges, the Art Gallery of Ontario, the Royal Ontario, 
Museum and municipalities on behalf of public libraries, for approved capital construction 
projects. The securities held by the Corporation are the obligations of the issuing institu- 
tions. However, these institutions received budgetary grants in 1980 of $115 million, 
(1979 $116 million) from the Province to cover the full amount of principal and interest 
due to the Corporation. | 


~o- 
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The Ontario Mortgage Corporation has used advan 
ary and secondary mortgage financing for eligible persons. The Province paid subsidies 
amounting to $2.3 million in 1980 ($2.5 million in 1979) to the Corporation for certain 
loans made at interest rates lower than cost. No new loan commitments were made in the 


current year and the Corporation sold $9.6 million (1979 $109 million) of its mortgage 
portfolio. 


The Ontario Land Corporation was established i 
munities and industrial parks. In 1978 the Corporation’s objects were broadened to include 
land development. In this connection, certain assets of the Ontario Housing Corporation 
including land leases, mortgages, mortgage guarantees, agreements for sale and lands 
scheduled for residential, industrial and commercial development, were transferred along 
with related liabilities to the Ontario Land Corporation with effect from January 1, 1979. 
At March 31, 1979 the Corporation’s liability to the Province was increased by $147 
million. The Province charges no interest on advances being used to finance land holdings. 
At March 31, 1980 these advances were $400 million (1979 $397 million). 


Ontario Housing Corporation plans, constructs and manages residential housing projects. 
Financing is provided by the Province and Canada Mortgage and Housing Corporation, 
and municipalities. The Province’s share of the subsidy for the calendar year 1979 was 
$102 million (1978 $91 million). As described above, certain assets and liabilities were 
transferred to the Ontario Land Corporation with effect from J anuary 1, 1979. At March 
31, 1979 the Corporation’s liability to the Province was reduced by $147 million. 


Ontario Development Corporation and the associated Eastern Ontario Development Cor- 
poration and Northern Ontario Development Corporation provide loans and arrange for 
provincial guarantees of bank loans to qualified enterprises. The Province has purchased 
an equity of $7 million and has advanced all funding for the lending programs of the 
Corporations. Through its budgetary expenditures, the Province also transfers to the Cor- 
porations an amount to defray the costs of all administrative expenses, loans made at low 
interest rates, certain loan forgiveness, honouring guarantees, and writing off loans and 
losses. In 1980 these transfers amounted to $24.4 million (1979 $20.8 million). 


Ontario Energy Corporation was established in 1975 with a $100 million equity investment 
by the Province to develop energy sources for Ontario through investment in energy ex- 
ploration, development and production. The Corporation sold its equity interest in Syn- 
crude Canada Ltd. in 1978. As a result, in the current year, the Province received a 
payment of $142 million of which $35 million was a dividend. The balance was used to 
reduce the advances and to repurchase some of the Corporation’s share capital from the 
Province. At March 31, 1980 the Province’s equity investment was $15 million. 


ces from the Province to provide prim- 


n 1974 to assemble land for new com- 


Investments in Water Treatment and Waste Control Facilities 


The Ministry of the Environment lets extensive contracts for the building of water and 
sewage systems to serve municipalities, These investments are being recovered over the 
life of the agreement with the municipalities. Agreements covering $967 million of the 
investment are for provincially-owned projects which are subject to service rate billings. 
The proceeds from billings are used to amortize the investment over periods up to forty 
years, to pay for operating costs and to provide a return on the investment. Certain other 
agreements provide for the accumulation of the principal portion of annual amortization 
payments in a sinking fund. The accumulated balance in such funds (included in deposit, 
trust and reserve accounts) was $41 million at March 31, 1980 (1979 $37 million). 


Other Loans and Investments 


Included in other Joans and investments are Ministry of Health capital construction loans 
to public hospitals amounting to $217 million (1979 $236 million). During the 1980 fiscal 
year, the Province made grants of $19.3 million (1979 $19.1 million) to assist public hos- 
pitals in meeting principal and interest payments. No new loans have been made since 
1978 when the Ministry changed its public hospitals capital financial support program 
from loans to grants. 


Pension Funds 


1980 1979 
muwlic Service Superannuation Fund ...........c0..00cccccssesseveseseseeeeees. $1,800 ep 
Legislative Assembly Retirement Allowances Account ...........0...... 16 





$1,816 $1,567 








—————— 
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The Province maintains accounts within the Consolidated Revenue Fund for all contri- 
butions and interest earnings less pension payments for both the Public Service Super- 
annuation Fund and Legislative Assembly Retirement Allowances Account. The amounts 
recorded by the Province are essentially the sole assets of these pension plans. 


Based on the latest actuarial report as at December 31, 1976, the Public Service Super- 
annuation Fund had unfunded liabilities as follows: 

1. An initial unfunded liability of $83 million, upon which an interest contribution of. 
$6 million is required to be credited annually in accordance with The Pension | 
Benefits Act. 

2. Residual unfunded liabilities of $422 million which are required to be amortized. 
by annual payments of $49 million until January 1, 1990 and $32 million on) 
January 1, 1991 and 1992. 


As at March 31, 1980, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at. 
March 31, 1980 revealed a surplus of $43 thousand. 


Teacher’s Superannuation Fund: 

Through the budgetary expenditures of the Ministry of Education the Province makes 
annual contributions to the Teachers’ Superannuation Fund (which is administered by the 
Teachers’ Superannuation Commission) equal in amount to contributions by members. - 
Further, the Province is committed to paying any deficiency in the fund. 


| 
Based on the latest actuarial report as at December 31, 1978, the Teachers’ Superannuation 
Fund had unfunded liabilities as follows: | 
1. An initial unfunded liability of $328 million upon which an interest contribution | 
of $23 million is required to be credited annually in accordance with The Pension 
Benefits Act. | 
2. Residual unfunded liabilities of $768 million which are required to be amortized © 
by annual payments of $97 million until December 31, 1989 and $94 million on 
December 31, 1990. 


As at March 31, 1980 the Province had made all scheduled payments. 


Debentures and Notes 

















1980 1979 

Payable in 
Years of United | 
Maturity Canadian States Deutsche | 
March 31 Dollars Dollars Marks Total Total — 
1980 $ $ $ $ $ 100° 
1981 133 Lb 140 52 | 
1982 62 40 7 109 108 | 
1983 122 125 74 254 254 | 

1984 106 82 vj 195 203 

1985 104 2 106 

1-5 years 5207. 247 30 804 Til 
6-10 years 2,205 99 10 2,314 1,973") 
11-15 years 3,787 44 3,831 3,423 | 
16-20 years 6,931 429 7,360 6,303 © 
21-25 years 1,439 866 2,305 2,448 
26-30 years 161 2,116 pda ie 2,30 |} 
31-35 years 5 51 37 
36-40 years 36 36 25 | 
$15,137 $ 3,801 $ 40 $18,978 $17,281 





The U.S. dollar debenture liability is recorded at par with the Canadian dollar and with | 
the exception of $18.4 million, has been incurred on behalf of Ontario Hydro. As eX | 
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plained in note 2, the Province holds U.S. dollar bonds 


of Ontario Hydro having the same 
terms and conditions as the debentures of the Province. 


The Province has borrowings of 139 million Deutsche Marks recorded at $40 million, the 


Canadian dollar equivalent at the time of issue. At March 31, 1980 the Canadian dollar 
equivalent was $85 million. 


Contingent Liabilities 
The Province is guarantor of certain debt obligations as follows: 


























1980 1979 
Debentures, bonds and notes 
EAM AR er ot isch clac bes ohsvosuiienc unt $75,502 $6,634 
Ontario Provincial crown agencies 2.0... 10 10 
Tole 6,644 
Bank loans guaranteed 
Pe OVINICL ALC LOW AP COCIES, oh, iis cciap hvac csee canst cteviez cance. 8 9 
Corporations and individuals through various government 
A a UE a8 chs 6 sbia ancih-n ssxsagsostoaecaéecs caine... cz 73 81 
81 90 
$7,593 $6,734 














Long-Term Leases 


The Province has long-term lease commitments for accommodation amounting to $153 
million to 1985 and an additional $129 million for years beyond 1985. The lease pay- 
ments made in 1980 amounted to $45 million. 


Economic Stimulation 


On April 10, 1978, the government announced a reduction in retail sales tax rates of three 
percentage points for a period of six months to stimulate consumption. The Government 
of Canada agreed to share two thirds of the cost of the tax reduction. 


Budget Figures 


The comparative budget figures in the financial statements were taken from the 1979 
Ontario Budget which was presented by the Treasurer of Ontario to the Legislative As- 
sembly on April 10, 1979. 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure is a pro- 
vision for the cost of salary and employee benefit revisions likely to be approved in the 
fiscal year. These revisions, when paid however, are charged to the affected appropriations 
of each ministry. 


Accelerated Local Government Grants 


In March 1980, the government tabled Supplementary Estimates to permit earlier pay- 
ment of grants to school boards and municipal governments. The budgetary expenditures 
for the Ministry of Education and the Ministry of Intergovernmental Affairs were in- 
creased by $82 million and $143 million respectively for payments which otherwise would 
have been made in the 1980-81 fiscal year. 


Change in Accounting Treatment and Comparative Figures 


In the current year, the Province discontinued its practice of holding Government of 
Canada revenue accounts open for a period of three weeks after the March 31 fiscal year 
end, Government of Canada revenues are now closed on a basis consistent with all other 
revenues which is cash received or in transit at March 31. As a result of this change, 
budgetary revenue is $50 million lower and the budgetary deficit and net cash require- 
ments are $50 million higher than if the former practice was continued. 


In addition, transactions relating to amounts borrowed by the Province on behalf of ome 
tario Hydro have been reclassified as Ontario Hydro transactions. As a result of this 
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reclassification, both budgetary revenue and expenditure have decreased by $316 million, 
while non-budgetary and debt transactions have decreased by $214 million. 


With the exception of the change to Government of Canada revenue, the 1979 compara- 
tive figures have been reclassified where necessary to conform with the 1980 financial 


statement presentation. 


————_=_ 
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| 


_ expenditure, non-budgetary transactions, debt transactions a 


| EXHIBIT 1 
PROVINCIAL AUDITOR’S OPINION 


I have examined the statement of assets and liabilities 


of the Province of Ontario as at 
March 31, 1980 and the statements of consolidated revenue f 


und, budgetary revenue, budgetary 
nd Ontario Hydro transactions for 
ce with generally accepted auditing 
ocedures as I considered necessary 


the year then ended. My examination was made in accordan 


standards, and accordingly included such tests and other pr 
in the circumstances. 


In my opinion, these financial statements present fairly the financial position of the Province 
as at March 31, 1980 and the results of its operations and the changes in its financial position 


_for the year then ended in accordance with the stated accounting policies set out in the 
_ Summary of Significant Accounting Policies on page 1-2 of Volume 1 of the Public Accounts. 


Further in my opinion, except for the change in accounting for the cut-off of year end Govern- 


ment of Canada revenue as referred to in Note 13 to the financial statements, such stated 
_ accounting policies have been applied on a basis consistent with that of the preceding year. 


In accordance with section 12 of The Audit Act, 1977, as amended, a report will be made 


to the Speaker of the Legislative Assembly. 


F, N. Scott, F.C.A., 


Toronto, September 30, 1980. Provincial Auditor. 
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MANAGEMENT BOARD ORDERS 


DURING THE YEAR ENDED MARCH 31, 1980 





EXHIBIT 2 


I 


MINISTRY 
PROGRAM AND ACTIVITY 





DATE OF 
ORDER 

Mar. 18, 1980 

Apr. 15, 1980 

Apr. 15, 1980 Staff Relations 
Apr. 15, 1980 

Apr. 15, 1980 

Apr. 1, 1980 Financial Services 
Apr. 1, 1980 Information Services 
Apr. 1, 1980 Legal Services 
Mar. 11, 1980 

Feb. 12, 1980 

Apr. 1, 1980 

Apr. 1, 1980 Leasing 

Feb. 26, 1980 Lease-Purchase 
Apr. 1, 1980 Lease-Purchase 
Apr. 1, 1980 

Apr. 1, 1980 

Apr. 1, 1980 

Apr. 1, 1980 

Apr. 1, 1980 

Apr. 1, 1980 

Apr. 1, 1980 

Apr. 1, 1980 

Apr.~ 1, 1980 Protocol Services 
Apr. 1, 1980 

Feb. 18, 1980 


Office of The Premier 


Office of The Premier Program 
Office of The Premier 


Management Board of Cabinet 


Ministry Administration Program 
Other Administration 


Employee Relations Program 


Government Personnel Services Program 
Staff Development Centre ...... 0.0.0.0... 
Personnel Advertising Services ................. 


Ministry of Government Services 


Ministry Administration Program 


Systems Development Services .................. 
Ministers Without Portfolio .................. 


Provision of Accommodation Program 
Capital Construction 


Accommodation Alterations ...................6:. 


Upkeep of Accommodation Program 
Program Administration ...................0008 
Repairs, Operation and Maintenance ........ 


Supply and Services Program 
Program. Administration i3.¢5.c.c-0 
Supply Administration) ..5-1..nacayeacte 
Printing and ‘Stationery’ .....:¢4.08. one 
Government Mail Services ....................0 
Records: Centres. ana eee 
Employee Health Services ..................000008 
Employee Advisory Services .................006. 


5,017,000 





ee 


4,562,433 








AUTHORIZED EXPENDED 
$ $ 
87,000 65,175 
95,000 75,533 
12,000 4,193 
40,000 23,143 
37,000 27,622 
184,000 130,491 
79,100 42,211 
6,500 --- 
26,700 -- 
111,400 82,245 
25,600 25,328 
1,912,900 1,861,002 
446,900 420,836 
600,000 600,000 
7,200 4,168 
408,200 401,504 
375,500 327,447 | 
620,700 613,204 
38,600 — 
45,000 11,563 
90,000 54,191 
58,000 9,860 
21,000 12,133 
8,500 7,120 
94,300 62,679 
40,900 26,940 - 











Apr. 


. 25, 1980 


15, 1980 


4, 1979 
1, 1980 


15, 1980 


15, 1980 


72), 1980 
v2), 1980 
o.22, 1980 
mz), 1980 


= 25, 1980 
me, 1980 
20,1980 


4, 1980 


- 25, 1980 
25, 1980 
25, 1980 


4, 1980 


P25, 1980 
25,1980 
m2), 1980 


15, 1980 


1, 1980 
1, 1980 
1, 1980 


1, 1980 
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MINISTRY 
| PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Intergovernmental Affairs 
Ministry Administration Program 
Main Office BR REN Ma adi bi lgs cise hoe Rel 167,900 136,530 
Pee SEL VICE aut tedesossseisvyicini ROL 10,000 4,488 
Intergovernmental Affairs Program 
Intergovernmental Affairs ................... 341,575 341,575 
Intergovernmental Affairs .................... 80,200 50,720 
Local Government Affairs Program 
WOCAl CHO VELRIMEME ascetedsecsesescscocecse, ots DU 2,225,000 1,818,506 
Se ce 7 ee 
2,824,675 2,351,819 


St i a 
Ministry of Northern Affairs 


Regional Priorities and Development Program 


Northern Roads 


875,000 811,358 


Ministry of Revenue 


Ministry Administration Program 


Let ELMAN T oy ts Tel SM 0 ta 60,000 Reps) 
Binancial Services: ope .<isiccecsccciesceccthle, 99,000 86,576 
TRLOLMAUOn Services peut. Soiialls : 3,000 — 
Systems Development Services .................. 106,000 42,709 
Administration of Taxes Program 
BVEATOMIJITICO® Meat ayn sate il he IEEE 31,200 16,006 
RCV OLR FOCSCATOI a. ih ecodecs sos icdevcccttscan sce: 9,200 — 
Corporations Tax and Other Taxes ...... 341,800 284,997 
Gasoline Tax and Other Taxes .................. 224,000 224,000 
Gasoline Tax and Other Taxes .................. 182,300 179,214 
Succession Duty and Other Taxes ............ 86,800 — 
Retail Sales Tax and Other Taxes ............ 759,300 757,659 
Guaranteed Income and Tax Credit Program : 
SA UGEVERT SC) 9 (0) 1 Aga es i Ce 444,000 — 
Municipal Assessment Program 
PNM Ta OM ere He stoneeites. cacteseascesiconault! 143,800 141,054 
Assessment Standards. -...wiatceeckontia, 75,100 50,412 
Assessment Field Operations .................... 4,605,000 4,605,000 
Assessment Field Operations ................... 200,000 199,202 
7,370,500 6,642,354 
Ministry of Treasury and Economics 
Ministry Administration Program 
Supply and Office Services ..........00.ccccc0. 38,000 — 
PREOLIMANON SOT VICES i... c.cossbs cess gin cakes. % 7,000 -— : 
Bee ALIS OL VICES ios tscisa ieee: siceesatealicdcaveuvcls 8,000 17 
Finance Program 
MESSE i es I ae eS 10,000 —~ 
63,000 177 








Enamel 


——— — ———————_— —————————————————nanaoOoOrr 


EXPENDED 


$ 


24,345 
298,906 


103,818 


115,000 
24,972 
208,632 
20,035 


819,919 
105,000 
4,738 


78,025 
559,668 
2,364,000 
255,95 
241,957 
3,474,000 
33,954 


98,192 
12,319 
171,567 


9,015,007 


38,240 


55,833 + 


{ 
} 
‘i 
| 
N 


75,008 © 


1,336,214 


{ 


72,293 hi 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED 
<n 
$ 
Ministry of The Attorney General 

Law Officer of the Crown Program 

Mar. 11, 1980 Attorney General oocco..Gocscneceme scrarcareeqeon 35,000 

Feb. 5, 1980 Royal Commissions: p.).csncsenwicqeeisn oe 375,000 
Administrative Services Program 

Mar. 11, 1980 Financial. Services: .icccwetexrneeaeec ees 105,000 
Guardian and Trustee Services Program 

Mar. 11, 1980 Official Guardian’ «...«eetieee oat cee 115,000 

Apr. 1, 1980 Official Guardian?ic4 2g.. feces 25,000 

Mar. 11, 1980 Public) Trustee. occu cieacneaeenaocean 239,000 

Mar. 11, 1980 Supreme Court Accountant ...........06. 27,000 
Crown Legal Services Program 

Mar. 11, 1980 Crimtial Law ‘Division seen ae 850,000 

Mar. 11, 1980 Civil Liaw Divisions ccicsteeeeetes ontenee 105,000 

Apr. 1, 1980 Civil Law DDIVISIOU ec carercenaetycetemctnenee 5,000 
Courts Administration Program 

Mar. 11, 1980 Program Administration .............0 0.008 85,000 

Mar. 11, 1980 Supreme Court of Ontario .............0:.604 570,000 

Mar. 11, 1980 County and District Courts: cise cnuiue 2,364,000 

Apr. 1, 1980 County and Distrie® Courty 2 A  oci 256,000 

Mar. 11, 1980 Small Claims Courts. ...ncexnqre+-acqeneeins 257,000 

Mar. 11, 1980 Provinicial Courts <.cipcrear csc ae 3,474,000 

Apr. 1, 1980 Provincial Courts —.cicsstes cies eee 34,000 
Administrative Tribunals Program 

Mar. 11, 1980 Assessment Review Court ............... cee. 113,000 

Mar. 11, 1980 Criminal Injuries Compensation Board .. 20,000 

Mar. 11, 1980 Ontario Municipal Board ....................0. 175,000 

9,229,000 
Ministry of Consumer and Commercial Relations 

Ministry Administration Program 

Mar. 25, 1980 Main Office +.20.304 Sie Ae ee 55,000 

Mar. 25, 1980 Personnel : Services: : ciiavectaceitecansese Rte 31,000 

Mar. 25, 1980 Information. Services: ...:.:0asaaets eect 63,600 

Mar. 25, 1980 A idits SOL VICES sions vsuicceeceesseetntemeoesn eee 24,500 
Commercial Standards Program 

Mar. 25, 1980 SOC Ur ities ci wiiissck.cecisicinn ed eee 52,700 

Jan. 29, 1980 Pension: Plans’ ;.ciiva ieee eats 118,500 

Mar. 25, 1980 Financial. Institutions )+..4..caee. 284,000 

Mar. 25, 1980 COMPBNIES ea ciicdn tees eeu ha catia ohms 103,800 
Technical Standards Program 

Mar. 25, 1980 Pressure Vessels Safety. s..c.ssiscssines chev cca 70,000 

Mar. 25, 1980 Blevating Device din ici. ccaisepetcat an ede 115,000 

Mar. 25, 1980 Puiéls. Gafetye toa okie actcn utente ee R. 70,000 

Mar. 25, 1980 Upholstered and Stuffed Articles .............. 18,500 
Public Entertainment Standards Program 

Mar. 25, 1980 Regulation of Horse Racing ................06. 48,400 

Jan. 29, 1980 POUOTIES OREN CEs nces atc onan ote eee 66,290 
Property Rights Program 

Mar. 25, 1980 Program Administration ............ .............. 79,400 

Mar. 25, 1980 Regional Property Registration ................ 1,377,500 

Mar. 25, 1980 Legal and Survey Standards ........0..0 82,000 

Mar. 25, 1980 Personal Property Registration ................ 138,000 


136,392 


\" 
f 


i) 
\ 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 





$ $ 


Ministry of Consumer and Commercial Relations (cont’d) 











Registrar General Program 
Mar. 25, 1980 Renee a ALIEN EL AL! vt drirecsenseseaiivex intone 52,900 50,874 
i Liquor Licence Program 
Mar. 25, 1980 Liquor Licence Appeal Tribunal ....___. 5,000 = 
| Rent Review Program 
Mar. 25, 1980 PIPE ITAUON socicis cs rchesscscovceessee secs... 320,000 319,894 
| Mar. 25, 1980 cS tip (21°) Cun a Rn a gr 612,000 611,996 
i 
| ace ees et ee OY 
3,788,090 3,587,546 
one | CE Te ae 
| 
Ministry of Correctional Services 
| Ministry Administration Program 
Mar. 11, 1980 WAM CE creas ...., ERE OM Ho 152,900 100,689 
Mar. 11, 1980 DigAGcials Services oe wel. 20 ehh yer 153,800 149,275 
Mar. 11, 1980 Supply and Office Services ................. 23,200 =a 
Mar. 11, 1980 PRIMI eSCEVICEN ee hte ce 5,600 680 
Institutional Program 
‘Mar. 25, 1980 Care, Treatment and Training .................. 6,492,200 4,769,683 
| Community Program 
‘Mar. 11, 1980 Program Administration .......................... 17,100 16,669 
Mar. 11, 1980 Probation and Parole Services ................. 1,355,600 1,149,773 
Mar. 11, 1980 Community Resource Centre Services ... 56,000 55,914 
Mar. 11, 1980 Community Program Development .......... 14,400 — 
Mar. 11, 1980 Community Program Staff Draining $40" 64,600 41,081 
8,335,400 6,283,764 
Ministry of The Solicitor General 
Ministry Administration Program 
Mar. 4, 1980 BR PO fois sea eceesassaannn, 150,000 OL S87 
Mar. 4, 1980 imaicial SErviceg. sci ccleicesiestasesossezscass 75,000 67,658 
Mar. 4, 1980 PrigcomeleServices Yer weissociy biss-kasecdss, 21,000 11,159 
Mar. 4, 1980 SO TUSEE SOT VECON WPI Fs 6a ehasvasvandaccdenss 5,000 _ 
Public Safety Program 
Mar. 4, 1980 Program Management ...............0..0ccccce 168,000 156,921 
Mar. 4, 1980 Centre of Forensic Sciences ...................... 80,000 80,000 
Apr. 1, 1980 Centre of Forensic Sciences ............ ......... 75,000 72,760 
Mar. 4, 1980 Fite Satety(Servicesg 6.08. 0... .. 195,000 188,943 
| Supervision of Police Forces Program 
Mar. 4, 1980 Ontario Police Arbitration Commission .. 5,000 a 
! Management and Support Services Program 
Mar. 4, 1980 Office of the Commissioner ...................... 30,000 23,864 
Mar. 4, 1980 UN a NSPO CON he IG ih wicca sianaien 150,000 131,952 
Mar. 4, 1980 Pia DPVEIOPINENE 4558s 5ccrssin ccsocsrariemeet 301,000 300,975 
ms, 1980 ©“ Transport 2... 650,000 650,000 
Apr. 15, 1980 Transport ...... ea AW a athena oan 480,000 456,013 
Mar. 4, 1980 MFIRAULEYIGSIOL SLOPES “he seesceovssa ventes..ee: 91,000 90,542 
Ontario Provincial Police — Operations Program 
Aar. 4, 1980 PIE SCL VICES SE AA Wi caeesascnvterrise. 1,075,000 1,075,000 
he 1, 1980 POTS EE VICES NE os. eves ed bevoshis wens 25,000 12,219 
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DATE OF 
ORDER 
nnn nn 


Apr. 


Mar. 
Mar. 
Mar. 


Mar. 
Mar. 
Mar. 
Mar. 


Mar. 


Mar. 


Feb. 


Mar. 


Mar. 
Mar. 
Mar. 
Apr. 
Mar. 


Apr. 
Apr. 
Apr. 


Apr. 


22, 1980 


25, 1980 
25, 1980 
25, 1980 
25, 1980 
25, 1980 
25, 1980 
25, 1980 


25, 1980 


25, 1980 
18, 1980 
25, 1980 


25, 1980 
25, 1980 
25, 1980 
15, 1980 
25, 1980 


15, 1980 
15, 1980 
15, 1980 


15, 1980 
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eee 


MINISTRY 
PROGRAM AND ACTIVITY 


AUTHORIZED EXPENDED 


Ministry of The Solicitor General (cont'd) 


Law Enforcement 
Law Enforcement 
Registration 
Community Services 


Resources Development Policy 


Resources Development Policy Program 
Royal Commission on Electric Power 
Planning 


Ministry of Agriculture and Food 


Ministry Administration Program 
Main Office 
Financial Services 
Supply and Office Services 
Information Services 
Analysis and Planning 
Legal Services 
Audit Services 

Agricultural Production Program 
Advisory Services 

Agricultural Marketing Program 
Administration 
Marketing 
Quality Control of Agricultural Products 

Agricultural Education and Research Program 
Administration 
Education 
Research 
Research 
Ontario Agricultural Museum 


Ministry of Energy 

Ministry Administration Program 
Main Office 
Conventional Energy Program 
Electric Power 
Energy Conservation Program 
Program Development 
Regulatory Affairs Program 
Program Administration 


$ $ 
5,375,000 5,375,000 
4,350,000 3,802,103 
50,000 36,132 
5,000 3,214 
13,356,000 12,626,045 
12,500 11,203 


———— — 


50,000 10,053 
27,200 14,628 
23,400 —- 
236,400 213;259 
65,300 53,488 
12,700 9,608 
12,500 7,616 
1,461,400 780,142 
16,200 11,440 
720,000 676,795 
794,500 649,192 
11,100 9,043 
33,500 32,572 
362,300 214,793 
10,000 = 
37,500 32,660 
3,874,000 2,715,247 


Se eee 


72,500 49,625 
102,900 87,698 
71,600 24,834 
101,700 24,858 
ee 
348,700 187,015 


ee 














_ Mar. 


Mar. 


15, 1980 
15, 1980 
15, 1980 


Ad, 12980 


15, 1980 


Pih1 1980 


15, 1980 


11, 1980 
15, 1980 
15, 1980 
15, 1980 


15, 1980 
15, 1980 
15, 1980 
15, 11980 


18, 1980 


511, 1980 
m25, 1980 


15, 1980 


pelt, 1980 
5 20, 1980 
weet, 1980 
. 25, 1980 
2), 1980 
- 11,1980 
i2d, 1980 


15, 1980 


m 25, 1980 
peil, 1980 
m2), 1980 


15, 1980 


- 11, 1980 
2), 1980 
- 11, 1980 
. 25, 1980 
15, 1980 


- 11, 1980 
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Ministry of Housing 


Home Buyers Grant Program 
Home Buyers Grant 


Ministry of Industry and Tourism 


Ministry Administration Program 
Natty Ollice yates earch so iattcoys 
Main Office 
BEART ROTC OOM 5. oo oiseeiascs dseekoivecisaes sR 
Financial Services 
Financial Services 
Supply and Office Services 
Supply and Office Services 
Personnel Services 
Information Services 
Information Services 
Information Services 


Policy and Priorities Program 
Program Administration 
Industry Sector Policy 
Industry Sector Policy 
Industry Sector Policy 

Industry Development Program 
Trade Development 
rage Development «ce ne es. 
Operations 
PDECATIOUS IN eee eee meee Fa IE 
Operations 

Tourism Development Program 
Program Administration 


Cr icy 
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MINISTRY 
PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of The Environment 
Ministry Administration Program 
BVA EARL MRRDTELICO etch shots tiv hecsss ROA Wmv kcle 111,000 91,544 
ElnanclaleSehvices: SMO, oii, i 65,000 36,149 
Supply and Office Services | 220,000 2123135 
BET POMMGUNSCEVICES ID si. device “i csccrdseckshatyuen’ 264,000 233,694 
Information Services oo... 111,000 108,873 
Analysis. and Planning .......................... 115,000 103,688 
WG Pal MOEN VICES way we aliaias 39,000 36,859 
Environmental Assessment and Planning Program 
Program Administration .............000. 83,000 69,346 
te RESOULCESIO®, A.W... 452,000 447,066 
WV ACY IR ESOUECES ih, ie soec ck. 359,000 177915 
Environmental Approvals and Land Use 14,000 — 
Environmental Control Program 
Program Administration .................... 164,000 163,846 
Industrial Abatement ............................ 232,000 71,956 
Municipal and Private Abatement ........ 284,000 172,475 
’ Laboratory and Technical Support .......... 624,000 600,418 
3,137,000 2,525,964 


118,000 118,000 
124,000 124,000 
27,000 24,525 
20,000 20,000 
4,000 3,837 
4,000 4,000 
31,000 30,169 
4,000 850 
80,000 80,000 
47,000 47,000 
15,000 14,380 
14,000 8,420 
65,000 65,000 
141,000 141,000 
9,000 4,753 
1,010,000 1,010,000 
250,000 247,187 
363,000 363,000 
435,000 435,000 
366,000 361,731 
6,000 6,000 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
eg tan nen lene eee a aa eae 
$ $ 
Ministry of Industry and Tourism (cont'd) 
Mar. 25, 1980 Program Administration ..........:.:.:0:sc 14,000 14,000 
Apr. 15, 1980 Program Administration ..............:: 12,000 6,363 
Apr. 15, 1980 Tourism Marketing Development ............ 441,000 430,530 
Mar. 25, 1980 Resort Development ..............:0: cece seeeeere 4,000 _- 
Ontario Place Corporation Program 
Mar. 25, 1980 Ontario Place Development ...................... 300,000 300,000 
Industrial Incentives and Development 
Program 
Apr. 15, 1980 Ontario Development Corporation .......... 1,591,000 1,588,586 
Eastern Ontario Development 
Apr. 15, 1980 COrpOrathont es rn cent cccssnateny craeocecaracnnct. 2,360,000 2,299,474 
7,855,000 7,747,805 
Ministry of Labour 
Ministry Administration Program 
Mar. 25, 1980 Mais OtnOe: isterltiscctcecesteuer ace 119,900 56,481 
Mar. 25, 1980 Pindneial. Services siksseataccedisswaci ees 33,900 32,262 
Feb. 26, 1980 Supply and Office Services ............::088 317,700 317,700 
Mar. 25, 1980 Supply and Office Services ...........:000: + 15,500 2,439 
Mar. 25, 1980 Personnel Services cic. a eae sen 29,200 4,317 
Mar. 25, 1980 Information Services. nccsiicicdccsoxvncessancoenatsss 46,400 43,977 
Mar. 25, 1980 Analysis and Planning. ......is06i...005 © 134,300 113,483 
Feb. 26, 1980 Audit Serviceseusdicinisantncqanidtern nue 11,900 7,854 
Mar. 25, 1980 Systems Development Services ..............+. 11,900 — 
Industrial Relations Program 
Labour Management Arbitration 
Feb. 12, 1980 COritnission « ‘cc, :cdccnstecSacieessaa amine. 123,500 123,500 
Labour Management Arbitration 
Apr. 15, 1980 COMISSEEI oid: ccxtssvecscuet oe ee eae 20,000 3,481 
Women’s Program 
Mar. 25, 1980 Women’s Bureau cciccenscsstansnaspeneone 62,000 59,159 
Occupational Health and Safety Program 
Mar. 25, 1980 Construction Health and Safety ........ 278,800 253,461 
Mar. 25, 1980 Industrial Health and Safety ...............08. 274,800 170,569 
Mar. 25, 1986 Occupatiotial “Health «.icgcacunn Gites 216,800 a 
Employment Standards Program 
Mar. 25, 1980 Employment Standards: 0.0.0. -cccccccccmessiey 490,000 456,809 © 
Ontario Manpower Co-ordinating Committee 
Program 
Ontario Manpower Co-ordinating 
Feb. 18, 1980 Committee” kai he iia Gee eee 157,200 72,07 
Human Rights Commission Program 
Feb. 26, 1980 Human Rights Commission. ..............0..00 66,000 66,000 © 
Mar. 25, 1980 Human Rights Commission. ................05. 138,100 77,681 © 
Labour Relations Board Program 
Mar. 25, 1980 Labour Relations Board ...............0.00 ce 260,700 260,700 — 
Apr. 15, 1980 Labour Relations Board ............ 0... 30,000 23,934 Ii 
a 
2,838,600 2,145,880 | 


{ 








far. 25, 1980 


| 


| 
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Sieg ie phobia: 9 eee ele Nae ieee 
DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
Se tees Anil = lnaladaaeahieeieae ns nem eee 
$ $ 
Ministry of Natural Resources 
Ministry Administration Program 
Apr. 1, 1980 MC airspeed vu ionenter 160,200 82,170 
Mar. 11, 1980 Supply and Office Services 372,000 344,586 
Apr. 15, 1980 Bie oAUmSEE VEER BOING t6s0bets issckccdoescc. ace, 15,000 13,128 
Mar. 11, 1980 BICAD PA CMIBISATION: v640ccscccsissseescos..,...,,.. 1,430,000 1,417,730 
| Land Management Program 
Mar. 11, 1980 Water Control and Engineering ............... 465,000 465,000 
‘Apr. 15, 1980 Water Control and Engineering .............. 700,000 673,551 
Jan. 22, 1980 DROOL VICe Mr etal ie te 722,900 704,992 
‘Mar. 11, 1980 RESOUNCOIACCERS icichcc 144,500 113,505 
Mar. 25, 1980 Land and Water Classification ........... 242,200 186,995 
Land, Water and Mineral Title 
‘Mar. 11, 1980 exGministrationis. cation cliils..... 1,410,000 1,363,147 
Apr. 15, 1980 Conservation Authorities 0... 244,700 170,195 
| Basic Mapping and Geographic 
Apr. 1, 1980 etoile ee, a 201,500 130,765 
Outdoor Recreation Program 
Mar. 11, 1980 Recreational Areas. .................................. 1,990,000 1,979,369 
‘Mar. 11, 1980 EPeN@ ANU WWUCUE | ooo eee. 3,305,000 3,088,500 
‘Mar. 25, 1980 St. Lawrence Parks Commission ......... 197,400 139,672 
Resource Products Program 
Apr. 1, 1980 Mineral Management ............................ 90,000 87,084 
Mar. 11, 1980 PME MANAGEMENT belie. a ricsvccsocscicsisesctooncs 2,975,000 2,975,000 
Apr. 15, 1980 POPESEO MANA SOMIENE | oo ocsgo oes ooc oosce coe, 600,000 $63,915 
Resource Experience Program 
Apr. 1, 1980 Leslie M. Frost Natural Resources Centre 50,000 30,942 
15,315,400 14,530,246 
Ministry of Transportation and Communications 
Ministry Administration Program 
Apr. 1, 1980 PUIAGIAL VOT VICES | cies c ex ccie.Sseeevooises cost, 500,000 161,759 
Apr. 1, 1980 TOGA) SORT NICER oo 5e iscsi 70,000 69,381 
‘Apr. 1, 1980 PECSONNEL SOPVICES ook cco. 50,000 34,622 
(Apr. 1, 1980 Supply and Office Services 00..0.00.0.0.000... 505,000 366,169 
Apr. 1, 1980 PREM ORT VICES Conte eee rt eee, 275,000 191,067 
Planning, Research and Development 
Program 
Mar. 4, 1980 Research and Development ...................... 4,800,000 4,218,353 
Safety and Regulation Program 
Apr. 1, 1980 LTS Gs BN tac ei A oe ere 250,000 10,216 
Apr. 1, 1980 Examination, Inspection and Enforcement 775,000 — 
Provincial Roads Program 
Apr. 1, 1980 Program Administration .........00..0.cccccc0. 1,650,000 1,315,161 
| 3,400,000 3,248,304 
Apr. 1, 1980 TRA Rh es ites, t Boa, if sk OM yrds erness ,400, Seen 
Apr. 15, 1980 PRET NIAC kh iene dieriitenacsciassceiicceslvutt KORO 6,055,000 6,042, 
i Provincial Transit Program 
Feb. 28, 1980 COP EVAUION SW MIM suis ie stkacacdisans ieee 2,550,000 2,538,473 
Municipal Roads Program 
Apr. 1, 1980 Program Administration ii) ))i.i.0..00....0.0.00 390,000 ; ee 
Capital, Construction and Maintenance .. 5,000,000 ,068, 


20,575,019 


EEE EEEEEEEEEneE 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED — 
en EE q 
$ $ | 
Social Development Policy : 
Social Development Policy Program | 
Apr. “15, 1980 Social Development Policy ................ 0.55 86,800 74,247 
Apr. 15, 1980 Youth Secretariat and Youth Experience 110,000 98,859 
196,800 173,106 | 
| 
{ 
Ministry of Colleges and Universities 
Student Affairs Program 
Mar. 4, 1980 Student Support «....:.0:....dee diet 06 ae 122,900 — | 
| 
Ministry of Community and Social Services | 
Ministry Administration Program ! 
Mar. 25, 1980 Aisin’ Oficina Sos ce eee 49,600 4,37aam 
Mar. 25, 1980 Supply and Office Services ..................- 115,200 115,200 } 
Apr. 15, 1980 Supply and Office Services”... ccs. +. 7,000 6,999 i 
Mar. 25, 1980 Personnel Services: acetate ee 58,600 33,97 
Mar. 25, 1980 Information ServiceS ........cccccccccccceestteeeeeees 65,800 65,800 © 
Apr. 15, 1980 Information: Services ia.ccsmissoae eae 9,500 4,322 | 
Mar. 25, 1980 Avidit: Services ~.avesiuss nieces 3,000 — | 
Apr, 15,1980 Audit -Services? cent. cscix, SE 9,000 —— 
Mar. 25, 1980 Social Assistance Review Board .............. 42,200 13,9220 
Adult Services Program 
Mar. 25, 1980 Prosram: Administrations... 2.00csurcmreann 48,500 48,500 | 
Apr. 15, 1980 Program Administration .....000....0..c0cee 12,000 499 
Mar. 11, 1980 Income. Maintenanee m cccciicBreisacncccacett as 2,228,900 687,597 
Mar. 25, 1980 Developmental Services for Adults .......... 7,766,800 7,766,800 
Apr. 15, 1980 Developmental Services for Adults .......... 661,300 156,313 © 
Children’s Services Program 
Feb. 18, 1980 Program Adoniinistration. «...ccs..-+-2:-csssaues 900,400 677,432 | 
Mar. 25, 1980 Child Welfare and Health Services .......... 688,900 — 
Mar. 25, 1980 Detention and Correctional Services ........ 983,600 509,638 


| 
| 
$$ _————_ | 
i 


13,650,300 10,091,372 | 





Ministry of Culture and Recreation 


Ministry Administration Program 


Mar. 25, 1980 Meaty LOFT Cinco fic canvetosn sess SER 23,000 
Apr. 15, 1980 Main TOUTES via coiieialea ae ign eet 127,600 
Apr. 15, 1980 Financial. Services. ncwrmcssiscr ser vepvaecoderineses 34,500 
Apr. 15, 1980 Personnel Services ................-. ee ee 27,500 
Apr. 29, 1980 PersOnne). -SELVICES : scc.acie cee caaee eee 1,500 
Apr. 15, 1980 INLOPIIALION SeLVviGes ic..cs acre ee 54,400 
Apia 5, 1980 NSQRAl) SET VICES oi yaace orc hicantey eure eee ee 12,000 
Apr. 15, 1980 ATG SOLVICES) cc.coc eee ae ph eet ts 26,200 
Apr. 15, 1980 PIC CSOT V ICES occ. cerechccitnea ua ornaeee 312,700 
Mar. 25, 1980 Systems Development Services ...............:.. 25,000 


Apr. 15, 1980 Systems Development Services .................. 5,500 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
i $ $ 
) | Ministry of Culture and Recreation (cont’d) 
) | Heritage Conservation Program 
Apr. 15, 1980 BECIINES Ms tat nt 119,100 111,209 
Apr. 15,1980 Heritage Administration... 143,200 = 
Apr. 15, 1980 Huronia Historical Sites 0.0000 48,900 46,374 
‘Apr. 15, 1980 VUPEOrPivunal focG .  e 41,200 28,868 
| Arts Support Program 
Apr. 15, 1980 Ontario Science Centre ....................... 385,900 385,900 
Apr. 29, 1980 Ontario. science Centre... 32,000 27,436 
| Citizenship and Multicultural Support Program 
Jan. 29, 1980 Citizenship Development .................... 790,900 = 
Apr. 15, 1980 Citizenship Development ...................... 70,300 hats 
Apr. 1, 1980 Special Services for Native FeODIe. 3 ue 50,000 50,000 
‘Apr. 15, 1980 Special Services for Native People ......... 77,600 50,873 
Jan. 15, 1980 MTansatON: SELVICES 00,0... 150,000 110,684 
Apr. 15, 1980 Translation Services ........0.....0000.000000....... 92,500 eee 
Libraries and Community Information 
| Program 
Apr. 1, 1980 TEMDEALY CeSOL VICES © ye. sogs cs ssgiovvesecses ccacocs cond, 700,000 613,673 
Apr. 15, 1980 BAL aly SELVICeGT tee 23,700 —_ 
Apr. 29, 1980 Dah Ve STV ICES i cee oo le 10,000 — 
Apr. 15, 1980 Community Information ....................... 189,000 114,657 
Sports and Fitness Program 
Apr. 15, 1980 Program Administration .................000....... 148,200 24,119 
Apr. 15, 1980 Gg Viibace bce ee) & bo le ee ana ar ir 40,200 — 
| Ministry Capital Support Program 
Apr. 1, 1980 SSeS UN OOT CM ee eis ok Gece ose cohen, 2,912,300 — 
| 6,674,900 2,030,890 
| Ministry of Education 
Ministry Administration Program 
Apr. 1, 1980 Supply and Office Services ...... ................ 100,300 84,971 
Apr. 1, 1980 PEPROMUE! SSCLVICES) ecb ons seseccveshscoccoussacdsce, 21,200 10,620 
\pr. 1, 1980 Analysis and Planning ..................s.0000 12,900 6,573 
Apr. 1, 1980 NOU OME ORVICRS ii he ok o.oo dessus: 3,200 1,697 
Education Program 
\pr. 1, 1980 Schools for the Blind and Deaf ................ 934,800 405,604 
| Educational Programs in the 
spr. 1, 1980 Developmental Centres Schools .......... 456,000 243,037 
Educational Programs in the Training 
far. 18, 1980 SG YO RY) Se 219,600 158,793 
‘pr. 1, 1980 Correspondence Education ..................05 100,300 100,201 
spr. 1, 1980 PROPIONA S CL VIC Cao oie Rh ins Wed wevinradeans. 306,800 239,840 
Services to Education Program : 
far. 18, 1980 Education Relations Commission ...... ..... 88,200 87,537 
| 2,243,300 1,338,873 
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DATE OF 
ORDER 

Apr. 1, 1980 
Apr. 1, 1980 
Apts 31.1980 
Apr. 1, 1980 
Apr. 1, 1980 
Apr. 1, 1980 
Apr. “1,-1980 
Apr. 1, 1980 
Apr. 1, 1980 
Apr. 1, 1980 


MINISTRY 


PROGRAM AND ACTIVITY 
_—_—_— ee ———_———————————————————— eee 


Ministry of Health 


Ministry Administration Program 


Financial Services .............0.0: 
Supply and Office Services ...... 
Information Services ..............-- 
Analysis and Planning ............ 


Institutional Health Services Program 


Program Administration. .......... 
Psychiatric Services ...............+ 
Ambulance Services ...............- 
Laboratory Services: 3.00 80<..:. 
Institutional Care Services ...... 


Health Insurance Program 


Health Insurance ..............:0006 


Total Management Board Orders 


AUTHORIZED EXPENDED 


$ $ 
243,000 232,504 
171,000 169,629 
117,000 116,811 
16,000 13,209 
24,000 23,988 
12,836,000 11,827,799 
461,000 448,146 
801,000 747,879 
2,189,000 949,540 


11,358,000 11,288,117 


—— 


28,216,000 25,817,618 


pee eee 


EE 


161,890,065 135,969,169 


ee 
rrr ee” 


a 








| 

“Mffice of The 
‘?remier 

| 
‘Management 
board 

if Cabinet 


—sovernment 
ervices 


5 
itergovern- 
1ental 

ffairs 


lorthern 
Tair: Ss 


hvenue 


MINISTRY 


EXHIBITS 


STATUTORY APPROPRIATIONS 


AMOUNTS EXPENDED THEREUNDER 
DURING THE YEAR ENDED MARCH 31, 1980 





ACTIVITY 


Premier’s Salary 


Minister’s Salary 


Minister’s Salary 

Ministers without Portfolio Salaries 

Contract security deposits 

Effingham Park Expropriation Trust Account 
Government Stationery Account 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Payments in lieu of taxes 
The Whirlpool Rapids Bridge Act 
The Lewiston-Queenston Bridge Act 


Election Expenses 
The District of Parry Sound 
Local Government Act, 1979 

Loans to municipalities under The Shoreline 
Property Assistance Act, 1973 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Minister’s Salary 

Contract security deposits — Retail Sales Tax 

Province of Ontario Savings Office Program 

Payments under The Small Business 
Development Corporations Act 


Se ne, Se) Ee 
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EXHIBIT 3 


9 a reas ae ee Cn AN 


PAYMENT EXPENDED 
CLASSIFICATION 
ee See 
$ 

Expenditure 27,300 
Expenditure 19,656 
Expenditure 19,656 
Expenditure 13,001 
Charge 33,700 
Charge 20,541 
Expenditure 257,158 
344,056 

Expenditure 19,656 
Expenditure 5,460 
Expenditure 36,000 
Expenditure 20,000 
Expenditure 32,974 
Disbursement 564,400 
678,490 

Expenditure 19,656 
Expenditure 5,460 
25,116 

Expenditure 19,656 
Charge pag eS 
Expenditure 4,220,442 
Expenditure 320,569 





4,588,590 
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MINISTRY ACTIVITY PAYMENT 
CLASSIFICATION 
Treasury and Minister’s Salary Expenditure 
Economics 
Public Debt 
Interest on Ontario Securities 
Public Issues 
For general purposes Expenditure 
Non Public Issues 
Canada Pension Plan Investment Fund Expenditure 
Teachers’ Superannuation Fund Expenditure 
Ontario Municipal Employees’ 
Retirement Fund Expenditure 
Other Expenditure 
Interest on Public Service 
Superannuation Fund Expenditure 
Interest on Superannuation Adjustment Fund Expenditure 
Interest on Province of Ontario 
Savings Office Deposits Expenditure 
Other interest, exchange, discount and 
commission Expenditure 
Development Loans 
The Ontario Education Capital Aid 
Corporation Disbursement 
The Ontario Municipal Improvement 
Corporation Disbursement 
Pension Funds, Deposit, Trust, and 
Reserve Accounts 
Payments from Public Service Superannuation 
Fund Charge 
Payments from Superannuation Adjustment 
Fund: 
Public Service Superannuation Plan Charge 
Teachers’ Superannuation Plan Charge 
Retirement Pension Plan of Ryerson 
Polytechnical Institute Charge 
Caucus Employees Retirement Plan Charge 
Payments from Legislative Assembly 
Retirement Allowances Account Charge 
Other Charge 
Debt Transactions (inclusive of Retirements of 
Ontario Hydro) Loans 
Office of The The Election Act Expenditure 
Assembly Contribution to Legislative Assembly 
Retirement Allowances Account Expenditure 





EXPENDED 


19,656 


107,785,874 


661,539,229 
258,287,790 


117,250,533 
26,144,872 


135,734,628 
28,025,294 


53,451,232 


19,344,89¢ 


69,039,000 


1,235,000 
| 


| 


82,897,71 
5,152,91. 
5,245,14 


24,48 
7,80 
| 


| 
704,65 
1,406,84 


| 
520,857,1 ) 


2,094,154,7. 


-—_—_—_—$—$_—_—_—<<<<—<— 
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-__ 


ACTIVITy 





Provincial Auditor’s Salary 


Minister’s Salary 


Payments from the Provincial Lottery 
Trust Fund 


Minister’s Salary 

Parliamentary Assistant’s Salary 
Proceedings against The Crown Act 
Allowances to Supreme Court Judges 
Allowances to Judges 


Minister’s Salary 
Payments from The Motor Vehicle Accident 
Claims Fund 
Security Bond Forfeitures: 
The Consumer Protection Act 
The Motor Vehicle Dealers Act 
The Real Estate and Business Brokers Act 
The Travel Industry Act 
Fees under The Vital Statistics Act 
Unclaimed monies 
Contract Security Deposits 
Athletics Commissioner 
Crown Contributions re Judges’ Plans 
The Residential Tenancies Act 
Administration 
Operations 


Minister’s Salary 
Unclaimed monies 
Bequests and scholarships 


Hearings under The Police Act 

Payments under The Ministry of Treasury and 
Economics Act, 1978 

Payments under The Police Act, 
Sec. 47(2)A 


parodied corel aaa 
a ES Se Tod, 


Expenditure 
Expenditure 
Expenditure 
Expenditure 
Expenditure 


Expenditure 
Charge 


Charge 
Charge 
Charge 
Charge 
Expenditure 
Charge 


Charge 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Charge 
Charge 


Expenditure 
Expenditure 


Expenditure 





155 
Ree Sg. Fe 
PAYMENT EXPENDED 
CLASSIFICATION 

$ 
Expenditure 58,798 
Expenditure 8,109 
Charge 255,000 
263,109 


407,968 





616,395 





19,656 
20,024,847 


50,000 
90,000 
59,650 
5,000 
447 
130 


11,800 
7,206 


529,977 
1,113,542 


21,912,255 


19,936 


py oN 
193,088 


25,000 


156 


MINISTRY 


Solicitor 
General 
(Cont’d) 


Resources 
Development 
Policy 


Agriculture 
and Food 


Energy 


Environment 


Housing 
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ACTIVITY 


Payments from the Provincial Lottery 
Trust Fund 
Ontario Police College Library 


Minister’s Salary 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Payment of Guarantees 

Subsidy payments to The Ontario Crop 
Insurance Fund 

Tile Drainage Debentures 

Ontario Agricultural Museum Trust Fund 

Advances to Crop Insurance Commission 

Payments from the Provincial Lottery 
Trust Fund 

The Richard Blake Palmer Trust Fund 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Minister’s Salary 

Payments from the Provincial Lottery 
Trust Fund 

Reserve Fund for Renewals, Replacements 
and Contingencies 

Sinking Fund for Recovery of the Cost of 
Capital Assets 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Payments from Ontario Mortgage Corporation 
Deposit Account 


PAYMENT 
CLASSIFICATION 


Charge 
Charge 


Expenditure 


Expenditure 
Expenditure 
Expenditure 
Expenditure 
Disbursement 
Charge 
Disbursement 


Charge 
Charge 


Expenditure 
Expenditure 


Expenditure 
Charge 
Charge 


Charge 


Expenditure 
Expenditure 


Charge 


EXPENDED 


1,000,000 
12,343 


1,233,182 


19,656 


19,656 
5,460. 
1,801,885. 


8,630,736 
29,977,200: 
16,243, 
37,566,524 


800,000 
529 


| 


78,818,233 











1,304,37 | 
1,329,48 


nl 


— 


Industry and 
feorism 


| 





Natural 
Resources 


‘ransportation 


nd 
Zommunica- 
ions 


) 
4 


ocial 


development 
‘olicy 


‘olleges and 
Iniversities 


| 
| 


MINISTRY 


EXHIBITS 


ACTIVITy 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Ontario Development Corporation 
Loan Program 

Northern Ontario Development Corporation 
Loan Program 

Eastern Ontario Development Corporation 
Loan Program 


Minister’s Salary 

Payments from the Provincial Lottery 
Trust Fund 

Employment Standards 
Unclaimed vacation-with-pay 
Unclaimed wages 

Mine Rescue Training 


Minister’s Salary 
Parliamentary Assistant’s Salary 
Contract security deposits 
Advance to the Algonquin Forestry Authority 
Payments from the Provincial Lottery 
Trust Fund 


Minister’s Salary 

Parliamentary Assistant’s Salary 

City of Niagara Falls — Compensation 
for loss of Taxes 

Construction trust account 

Contract security deposits 


Minister’s Salary 
Parliamentary Assistant’s Salary 


The Private Vocational Schools Act, Ll bias 
Queen Elizabeth II Ontario Scholarship Fund 


PAYMENT 


CLASSIFICATION 


Expenditure 
Expenditure 


Disbursement 
Disbursement 


Disbursement 


Expenditure 
Charge 


Charge 
Charge 
Expenditure 


Expenditure 

Expenditure 
Charge 

Disbursement 


Charge 


Expenditure 
Expenditure 


Expenditure 
Charge 
Charge 


Expenditure 
Expenditure 


Charge 
Charge 
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EXPENDED 


$ 


19,656 
5,460 


17,994,000 
8,708,000 


11,898,000 


38,625,116 





19,656 
3,000,000 
501 


48,984 
566,650 


3,635,791 


19,656 
5,460 
327,249 
58,697 


691,125 


1,102,187 


19,656 
5,460 


12,000 


1,552,609 
9,200 


1,598,925 


19,656 
5,460 


25,116 


4,309 
40,755 


45,064 
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MINISTRY ACTIVITY PAYMENT EXPENDED 
CLASSIFICATION 
$ 
Community Minister’s Salary Expenditure 19,656 
and Social Bequests and scholarships Charge 17,781 
Services Unclaimed monies Charge 595 
Payments from the Provincial Lottery 
Trust Fund Charge 500,000 
538,032 
Culture and Minister’s Salary Expenditure 19,656 
Recreation Parliamentary Assistant’s Salary Expenditure 5,460 
Ontario Olympic Lottery Sports Fund Charge 1,060,000 
Loto Canada — Trust Account Charge 1,105,389 
2,190,505 
Education Minister’s Salary Expenditure 19,656 
Parliamentary Assistant’s Salary Expenditure 5,460 
Student Aid Loans Write-off Expenditure 9,975 
Bequests and scholarships Charge 32,159 
Ontario Education Association — Elementary 
Teachers’ Loan Fund Charge 266 
Teachers’ Superannuation Fund Expenditure 128,606,599 
Superannuation Adjustment Fund Expenditure 24,047,333 
Superannuation Adjustment Benefits Expenditure 32,532,881 
185,254,327 
Health Minister’s Salary Expenditure 19,656 
Parliamentary Assistant’s Salary Expenditure 5,460 
Government Pharmacy Expenditure 82,358 
Payments from the Provincial Lottery 
Trust Fund Charge 2,499,963 
Reserve for outstanding cheques Charge 19,332 
2,626,765 
Total Statutory Payments ................000:0:ccceete ree eettetees 2,443,623, 08€ 
Summary of Statutory Payments 
$ 
Budgetary Expenditure .cnsco.statcncn canon an cerca 1,612,416,604 
DSbiUrsements: o.c..00-c.cisste cies ae ns 177,040,821 
CAL OS 5a chs cee ce crns unc ches ved sah cone tn »geteneraa ane A cen saat ae At cs 133,308,551 
Retirements of Loans. 40 .idcochsit caer eee 520,857,110 














2,443,623,086 
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EXHIBIT 5 


OFFICE OF THE PROVINCIAL AUDITOR 
MINISTRY AUDITS AND SPECIAL REVIEWS 
Year Ended March 31, 1980 | 


(See Note) 


MINISTRY AUDITS: 
Agriculture and Food 
Attorney General : 
Colleges and Universities 
Community and Social Services | 
Consumer and Commercial Relations 
Correctional Services 
Culture and Recreation ! 
Environment | 
Government Services | 
Health | 
Housing 
Industry and Tourism 
Intergovernmental Affairs 
Labour 
Natural Resources 
Northern Affairs 
Revenue 
Solicitor General 
Transportation and Communications 


SPECIAL REVIEWS: | 
Other Assistance to Primary Food Production activity of the Agricultura 
Production Program, Ministry of Agriculture and Food 


Review of the Financial Statements and Budget, The Royal Ontario Museun, 


Community Priorities and Isolated Communities activities of the Norther 
Communities Assistance Program, Ministry of Northern Affairs | 
Energy Conservation Program, Ministry of Energy ! 
Collection Services activity of the Supply and Services Program, Ministry oO 
Government Services 


Computer Control Reviews — Various Ministries (4) and Agencies (4) 


Reviews of Internal Audit Operations — Various Ministries (19) and Agen 
cies (3) 


Land Assembly Projects — South Cayuga, Townsend, Edwardsburgh ant 
Saltfleet 


Norte: In general, this listing includes audits completed between the date (Sep: 
tember 28, 1979) of our 1978-79 Report and the date (September 30, 
1980) of our 1979-80 Report. In all cases, at least a portion of the perior 
covered by the audit fell within the year ended March 31, 1980. f 


| 
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EXHIBIT 6 


OFFICE OF THE PROVINCIAL AUDITOR 
AGENCY OF THE CROWN AND CROWN CONTROLLED 
CORPORATION AUDITS 


Year Ended March 31, 1980 


(See Notes) 


AGENCIES OF THE CROWN 


(i) Whose accounts the Provincial Auditor is appointed to audit by its 


(il) 


shareholders or by its board of management, board of directors or 
other governing body. 


Ontario Industrial Training Institute 
*Ontario Land Corporation 
*Ontario Mortgage Corporation 
The Owen Sound Transportation Company, Limited (December 31, 
1979) 
Soldiers’ Aid Commission 
Star Transfer Limited (December 31, 1979) 


Whose accounts are audited by the Provincial Auditor pursuant to ap- 
pointment under any Act or by the Lieutenant Governor in Council. 


*The Accountant of the Supreme Court of Ontario 
Agricultural Rehabilitation and Development Directorate of Ontario 
Alcoholism and Drug Addiction Research Foundation 

*Algonquin Forestry Authority 
The Centennial Centre of Science and Technology 
Commission on Election Contributions and Expenses 

*The Crop Insurance Commission of Ontario 

*Eastern Ontario Development Corporation 

*Farm Income Stabilization Commission of Ontario 
The Fund for ‘Milk and Cream Producers, The Milk Commission of 

Ontario 
The John Graves Simcoe Memorial Foundation 
The Law Society of Upper Canada, Legal Aid Fund 

*Liquor Control Board of Ontario 
The McMichael Canadian Collection 

*The Niagara Parks Commission (October 31, 1979) 

*Northern Ontario Development Corporation 
North Pickering Development Corporation 
Office of the Assembly 

*Office of the Official Guardian 
Office of the Ombudsman 
Ontario Agricultural Museum 
The Ontario Cancer Treatment and Research Foundation 
Ontario Deposit Insurance Corporation (December 31, 1979) 

*Ontario Development Corporation 

*The Ontario Education Capital Aid Corporation 
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(iii) 


(iv) 





“**Ontario Place Corporation | 
| 
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The Ontario Educational Communications Authority 
* Ontario Food Terminal Board 

The Ontario Heritage Foundation 
*Ontario Housing Corporation (December 31, 1979) 
*The Ontario Junior Farmer Establishment Loan Corporation 
*Ontario Lottery Corporation 
*The Ontario Municipal Improvement Corporation | 
*Ontario Northland Transportation Commission (December 31, 1979) 





Ontario Racing Commission , 
*Ontario Stock Yards Board (June 30, 1979) 
The Ontario Telephone Development Corporation | 
*The Ontario Universities Capital Aid Corporation 
Pension Commission of Ontario 
Province of Ontario Council for the Arts 
*Public Service Superannuation Fund | 
*The Public Trustee of the Province of Ontario ! 
Residential Tenancy Commission 
The St. Clair Parkway Commission (December 31, 1979) (Note Di), 
The St. Lawrence Parks Commission 
*Superannuation Adjustment Fund 


Whose accounts are audited by an auditor, other than the Provincial } 
Auditor, appointed by the Lieutenant Governor in Council. 


Board of the Community Psychiatric Hospital, Guelph (Note 2) 

Clarke Institute of Psychiatry (Note 2) | 

The Ontario Cancer Institute (Note 2) | 

Ontario Mental Health Foundation (Note 2) 

Teachers’ Superannuation Fund (December 31, 1979) (Note 2) 
*Workmen’s Compensation Board (December 31, 1979) 


The audit of whose accounts the Provincial Auditor is required to direct | 
or review, or in respect of which the auditor’s report and working: 
papers used in the preparation of the auditor’s statement are required 
to be made available to the Provincial Auditor under the agency's | 
governing Act. | 


*Toronto Area Transit Operating Authority 


CROWN CONTROLLED CORPORATIONS, whose accounts are audited by an auditor 
other than the Provincial Auditor, with full access by the Provincial Auditor to’ 


audit reports, working papers and other related documents. 


The Board of Governors of The Ontario Institute for Studies in Edu-) 
cation (April 30, 1980) | 
Minaki Lodge Resort Ltd. | 
Minaki Development Company Limited | 
Ontario Cream Producers’ Marketing Board (September 30, 1979) | 
*Ontario Energy Corporation (December 31, 1979) | 





| 





Note 1: 
NoTE Zz: 


| 
| 
| 


,*Audited financial statements reproduced in 1979-80 Public A 
_ in Volume 2 thereof. 
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Ontario Historical Studies Series 
*Ontario Hydro (December 31, 1979) 
The Ontario Milk Marketing Board (October 31, 1979) 
Ontario Municipal Employees Retirement Board (December 31, 1979) 
Ontario Research Foundation (December 31, 1979) 
Ontario Share and Deposit Insurance Corporation (December 31, 
1979) 
*The Ontario Transportation Development Corporation (December 31, 
1979) 
The Royal Ontario Museum (June 30, 1979) 
Thunder Bay Ski Jumps Limited 


*Urban Transportation Development Corporation Ltd. (December 31, 
1979) 





ccounts, the majority appearing 


In all cases, the audit covered the fiscal period of the Agency or Corporation con- 
cerned. In most cases, the fiscal period ended on March 31, 1980. Where the fiscal 


period ended on a date other than March 31, 1980, such date has been indicated 
in parenthesis. 


See section 84 of our 1978-79 Report. Pursuant to The Audit Amendment Act, 1979, 
the following bodies, which were included as Crown controlled corporations in 
Exhibit 6 to our 1978-79 Report, are now classified as agencies of the Crown: 


Board of the Community Psychiatric Hospital, Guelph 
Clarke Institute of Psychiatry 

The Ontario Cancer Institute 

Ontario Mental Health Foundation 


Also pursuant to this Act, The St. Clair Parkway Commission and the Teachers’ 
Superannuation Fund, which were not included in Exhibit 6 to our 1978-79 Report, 
are now classified as agencies of the Crown. 
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THE HONOURABLE JOHN M. TURNER, M.P.P., 
Speaker of the Assembly 
Province of Ontario 
Dear Sir: 


I have the honour to present my report for the year ended March 31, 1981, in 
accordance with the requirements of The Audit Act. 


Respectfully submitted, 


LA 


F. N. Scott, F.C.A., 
Toronto, September 30, 1981. Provincial Auditor. 








Copies available at $3.00 from the Ontario Government Bookstore, 880 Bay 
Street, Toronto for personal shopping. Out-of-town customers write to Publica- 
tions Services Section, 5th Floor, 880 Bay Street, Toronto, Ontario, M7A 1A8. 
Telephone 965-6015. Toll free long distance 1-800-268-7540, in North-Western 
Ontario 0-Zenith 67200. 


TABLE OF CONTENTS 


GENERAL 


ee CUO DM eg te 
Timetable for Preparation and Submission of Annual 
“SST ELEY TE 2 i naan Aenea en ae 
Peco MOUMIOs LOU RCPONING ss ake. alc. sa 
Communication of Audit Observations .......... 
Status of Suggested Corrective Action and 
Recommendations Contained in Previous Annual 
Ree ee Mea i ahs ay, et 2 ty 
The Standing Public Accounts Committee ........ 
Recommendations of the Standing Public Accounts 
SRI CR ee gi) gra sk He me, 
Public Accounts Committees and Legislative Auditors 
Management Board Initiatives for Improved 
STEP TELS PUTS AL OY eacY 2) 0 Tt a 


COMMENTS ON MINISTRY OPERATIONS 


BREN ly OTN IS ec ahs xe ele 4 


Recommendations for Improvements in Compiling and 


Reporting Results and for Improved Economy, 
Ministry of Agriculture and Food .......... 


7 Limousine Services, Ministry of the Attorney General 
@ Operations of Small Claims Courts, Ministry of the 


7 





ON ELOTUT eh iegls 1 0S 9 DMR ea esa 


“Questionable Practices, Ministry of the Attorney 


ye OCS Ba a le BS 16 ald aaa ia lig 2s ee 
Review of Staff Training Services and Staff 
Development Centre Activities, Civil Service 
Laut! BEEW SS VO) tigate gales le A FS aoe ane ear 
Control Deficiencies re Service Agreements, Ministry 
of Community and Social Services .........-- 
Potential for Duplication of Functions, Ministry of 
Community and Social Services ......-..--- 
Deficiencies in Lotteries Branch Reporting System, ~ 
Ministry of Consumer and Commercial Relations 
Allocation of Probation Officers, Ministry of 
PPOIVECIIOUAIL DEI VICES Scere ate gee ee hh eee 
Lack of Due Regard for Economy, Ministry of Energy 


5 


SECTION PAGE 
Ll 9 
1.2 9 
i 9 
1.4 9 
1.5 10 
1.6 10 
1.7 11 
1.8 12 
1.9 12 
2.1 15 
2.2 15 
se 16 
2.4 17 
2.5 19 
2.6 19 
ae 28 
2.8 29 
29 (30) 
Shige se 
Sat iet caneB2 


6 AUDITOR’S REPORT FOR 1980-81 
(7 ners neni een 
SECTION PAGE 
Management Control Deficiencies re Word Processing 
Centre, Ministry of Energy 0. 9a ees en a oo 
Non-Compliance with Procedures and Other Matters re 
Purchase of Consulting Services, Ministry of 


BTGley) 4. 5s0b sca pa el ee eee eee AIRY We 34 
Disposition of Parkway Belt West-Related Lands, 
Ministry of Government Services 2.1. 2 ek 2.14 36 


Refinements in Contingency Plans Recommended re 
Government Computer Centres, Ministry of 


Government PElvices. 25 owas auc ee ee eee fg be. 36 
Operational Improvements Recommended re 
Ambulance Services Branch, Ministry of Health . 2.16 39 


Improvements in Affirmative Action Program Delivery 
Recommended, Women Crown Employees 


Office, Minisity.Ol LADOUL. 4 2508 6s ae es a ie 44 
Potential for Duplication of Effort and Performance 
Appraisals, Women’s Bureau, Ministry of Labour 2.18 48 


Matters Related to Efficiency of Technical Services 

Division, Ministry of Municipal Affairs and 

HOUsIne ae ee Pe ke ee ee pe ey 52 
Systems and Other Deficiencies re Payment of Gitte 

Pensioners Property and Sales Tax Grants, 

Ministry of Revenue +2 vc4 a oes ee 220 53 
Comments and Recommendations re Experience 

Program, Provincial Secretariat for Social 


DE VELODINIORIN fy trae Ge eeeeane a a corneas eee, pe a | 56 
Overexpenditure of Various Activities, Ministry of the 
Solicitor Gener sc. eG. + slew +2 eee ie eae pie I9) 64 


Implementation Gaps re Strategic Policy Development 

and Planning Process, Ministry of Transportation 

anch COminmunicuniise: «4.5: + 4 ates eneee pee eee ZZ 66 
Simplification of Workload and Improvement in 

Internal Controls Recommended, Vehicle 

Licensing System, Ministry of Transportation and 


COMMUNIC AUIONS ig. ae un “ee ck eee 2.24 68 
Weaknesses in Agents’ Direct Deposit System, 

Ministry of Transportation and Communications . pape ae | 
Expenditure of Royal Commissions, scone es 2.20 Ta 
Expenditure’of Select Committees: ug. rer PON | Ta 


COMMENTS ON CROWN AGENCY OPERATIONS 


Introductory Comments! i yaiaik, “fees ee Cra 74 
Newly Established Crown Agencies ............ 3.2 74 


TABLE OF CONTENTS 7 
es 


SECTION PAGE 

ACUVORMC OWI ARENCIES Ain. aU gary cell bi3 75 
Subsidiaries of Crown Agencies............... 3.4 75 
Improvements in Monitoring of Loans Recommended, 

Eastern and Northern Ontario Development 

Coreg ee) ). . ses BID 76 
Administrative Deficiencies, Liquor Licence Board . . 3.6 TF 
Review of Selected Operational Matters, Ontario 

PGonerics Gouncinh peg. dh onto h F< OST 81 
Improvements in Administration of Mortgages 

Recommended, Ontario Junior Farmer 

Establishment Loan Corporation ........... 3.8 84 
Prevailing Weakness in Purchasing System, Ontario 

Northland Transportation Commission ...... 3.9 85 
Potential Unrecorded Revenue, Ontario Place 

OUT Me eC ae oe Piste eet. kee eal. 86 
Deficiencies in Control and Disposal of Salvaged 

Goods, Star Transfer Limited ............. 3.11 87 
Improved Internal and Administrative Controls 

Recommended, Urban Transportation 

Devciopmient Corporauon td: Oi Me. SUt2 89 

PUBLIC ACCOUNTS OF THE PROVINCE 

Preparation of the Public Accounts ............. Ane whl 
Pinancial’Statements of the Province... . 0... ba. 4.2 Ml 
Summary of Significant Accounting Policies ...... 4.3 92 
Advances and Loans Repayable from Annual 

Expenditure Appropriations .............. 4.4 oS 
Investments in Water Treatment and Waste Control 

IR YONUIEIGS St felelcee, lh 4a tae An od 
Payments out of the Consolidated Revenue Fund... 4.6 95 
Voted Appropriations—Comparison of Authorized feel 

NCTE Rita PT Ce a er 4.7 96 
BE ely eS OOLODUANONS: | oe pc ueieay os * ar 4.8 97 
Statement of Budgetary Expenditure ..........-- 4.9 98 
Mianarement board OLUets. win. cok nee ys + + ee 8s Bay? 4.10 100 
rer arranisy te oy = sutton, «yal 4.11 101 
oars Internal ECONOMY «<2 + «oe * Sg 4.12 101 
Write-Off of Uncollectable Accounts ......-..-- aa 101 

OFFICE OF THE PROVINCIAL AUDITOR 

Primary Audit Responsibilities ......+-+--++0° 2 : te 


Primary Reporting Responsibilities .....-+---++> 


8 AUDITOR’S REPORT FOR 1980-81 


NN 


Other Audit and Reporting Matters..%. 75 5 Piveoeweee: 
Organization and-Personnehias.. «<7 rae ee 
Nature of Audit: ACtiviliesaaeen. .saeit pier eed ee 
Systems to Ensure Economy, Efficiency and 
BRPECHIVENESS: .” 5... odes teea tan weeuectet age en eens 
Staff Training and Professional Development ...... 
Meeting. of, Legislative Auditors noni? Oe 
Examination of the Accounts of the Office of the 
Provincial: Auditor seks eee ea en 


ACKNOWLEDGMENTS gos oti ee 


EXHIBITS 


1. Province of Ontario, Audited Financial Statements, Year 
Ended’March@ie198). 2s Pawar ce One. 

2. Management Board Orders—Amounts Authorized and 
Expended Thereunder during the Year Ended 
March 31 198i-o.. atten Gameeneee sk 

3. Statutory Appropriations—Amounts Expended 
Thereunder during the Year Ended March 31, 1981 

Office of the Provincial Auditor: 


4. Oroanization A Dat ao 4:5) erin eee 
a Ministry Audits and Special Reviews, Year Ended 
March 31,:1981 Aa neo at Tere ss 
6. Agency of the Crown and Crown Controlled 
Corporation Audits, Year Ended March 31, 
198 0 iz-ye ark etiam eee eG eyes 
7: Audited Statement of Expenditure, Year Ended 


March 34 19S dis oni eee ieee ie ei 
Recommendations Contained in the Provincial 
Auditor’s Previous Annual Reports .......... 

9. Status of Recommendations Contained in the Reports of 
the Standing Public Accounts Committee to the 
Legislative Assembly (M27. ee 


SECTION 
D0 


5.4 
Did 


5.6 
Diy 
5.8 


Se 


PAGE 
105 
107 
109 
111 
112 
Lis 


114 


115 


ey, 


130 
144 
150 
151 
153 


156 


158 


161 


GENERAL 9 
a 
1 





GENERAL 


1.1 Introduction. This Report has been prepared pursuant to section 12(1) of 
The Audit Act, which requires the Auditor’s annual Report to be submitted to the 
Speaker of the Assembly not later than December 31st each year, provided that 
the Public Accounts have previously been laid before the Assembly. 


The audit and reporting responsibilities of the Provincial Auditor, as set out 
in the Act, are explained in detail in Chapter 5 of this Report. 


1.2 Timetable for Preparation and Submission of Annual Report. To 
comply with section 12(1) of the Act, and to allow the required time for the pre- 
paration and printing process, our annual Reports cover audits completed to the 
end of September. This Report, therefore, covers audit activity through the twelve 
month period from October 1980 to September 1981. 


1.3 Exception Basis of Reporting. When reading a Report of this nature, it is 
important to recognize that it is, in many respects, a Report by exception. Its pur- 
pose is to bring to the attention of the Legislative Assembly those matters which 
have been observed and are considered significant. 


Reporting in this manner may unduly emphasize deficiencies without giving 
credit for the many circumstances in which no significant irregularities were 
observed. Indeed, several audits of Ministries and agencies of the Crown con- 
ducted during the past year disclosed no matters of major significance to be 
reported. With certain other audits, although weaknesses and deficiencies were 
reported on, the program activities and systems reviewed, when taken as a whole, 
were found to be generally well controlled. 


The Office gratefully acknowledges the co-operation and assistance 
extended by management and staff of Ministries and agencies to our auditors dur- 
ing the course of their work. Furthermore, in accordance with section 12(2)(a) of 
the Act, we are pleased to report that we received all the information and explana- 
tions required in carrying on the work of the Office. 

1.4 Communication of Audit Observations. At the conclusion of audits, for- 
‘mal meetings are held to review and discuss written drafts of audit findings and 
ecommendations. These meetings are attended by Audit Office representatives 
and senior financial and other management officials of the auditee. The principal 
durposes of such meetings are to ensure that management is fully apprised of all 
natters arising from the audit, to discuss the proposed recommendations for cor- 
“ective action and to provide an opportunity for management to question the posi- 
‘ion taken by this Office or to initiate immediate corrective action. 

| 

| 





10 AUDITOR’S REPORT FOR 1980-81 





Subsequently, all significant audit observations and recommendations are 
incorporated into a formal report from the Provincial Auditor to the appropriate 
_ Ministry or agency of the Crown. In the case of Ministries, these reports are sent 
to the Deputy Ministers. In the case of agencies, the reports are sent to the govern- 
ing board of the agencies and to the responsible Ministers. In all cases, the Minis- 
tries/agencies are asked to review the reports and to forward their comments on 
our findings and recommendations. 


Matters raised in the foregoing reports which, in our judgment, are of inter- 
est or significance to the Legislative Assembly are included in the following two 
chapters of this Report. In cases where replies have been received to our findings 
and recommendations, the relevant portions are included for informational pur- 
poses, generally without further comment by this Office. 


As a result of printing deadlines, as covered in section 1.2, it is not possible 
to include any replies received subsequent to September 30 in this Report. How- 
ever, all such replies are forwarded by this Office to the Standing Public Accounts 
Committee of the Legislature after this Report has been tabled. 


It should be noted that, in the case of Crown controlled corporations which 
are audited by other auditors, section 9(3) of The Audit Act requires such auditors 
to provide this Office with a copy of the audited financial statements together with 
a copy of the report of their findings and recommendations to management. As is 
the case with Ministries and agencies of the Crown, matters raised in such reports 
may also be included in this Report. Definitions of agencies of the Crown and 
Crown controlled corporations are contained in Chapter 5. 


1.5 Status of Suggested Corrective Action and Recommendations Contained 
in Previous Annual Reports. It is our practice to follow up on the status of 
suggested corrective action and recommendations at the time of our next audit of 
each Ministry or agency of the Crown. The status of suggested corrective action 
and recommendations contained in our 1979-80 Report is indicated in Exhibit 8 of 
this Report. Exhibit 8 also provides an update on the status of corrective action 
and recommendations considered unresolved per Exhibit 7 of our 1979-80 
Report. 


1.6 The Standing Public Accounts Committee. Standing Order 91 of the 
Legislative Assembly requires that the Report of the Provincial Auditor and the 
Public Accounts be referred to the Standing Public Accounts Committee as they 
become available. This Committee, which is appointed for the life of each Parlia- 
ment, currently consists of twelve members, with party membership proportional 
to the respective party membership in the Legislature. As has been the case since 
1968, the Chairman is a member of the Official Opposition Party. 


The Public Accounts Committee plays an important role in the process of 
accountability for public funds by focusing attention on areas of concern to the | 
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ee ee 
Legislative Assembly and to the public. The Committee provides the forum to 
which officials of ministries and agencies may be called to account for the legality 


_and prudence of government expenditures and the establishment of proper admin- 
istrative policies and procedures. 


Reference was made in our 1979-80 Report (section 1.4) to the activities of 
_the Standing Public Accounts Committee during the Third and Fourth Sessions of 
the Thirty-First Parliament, up to the time of the Committee’s meetings from 
August 25 to 27, 1980 dealing with matters related to land assembly projects. 


| Upon the return of the Legislature from the summer recess in the fall of 
1980, the Committee resumed its activities. Seven meetings were held during the 
‘months of October to December 1980. The Committee submitted its final report 
for 1980 on December 9, 1980, prior to the proroguing of the Legislature on 
‘December 12, 1980. The Committee’s activities terminated when the Legislature 
was dissolved on February 2, 1981. 





| A new Standing Public Accounts Committee was constituted for the First 
Session of the Thirty-Second Parliament which commenced on April 21, 1981. 
The Committee held seven meetings during May and June prior to adjournment of 
‘the Assembly on July 3, 1981 for the summer recess. 


47 Recommendations of the Standing Public Accounts Committee. For 
informational purposes, Exhibit 9 of this Report provides the current status of rec- 
‘ommendations contained in all Reports of the Standing Public Accounts Commit- 
tee to the Legislature from July 10, 1975 to December 20, 1979, to the extent that 
‘such recommendations were considered unresolved by the Ministry or Agency per 
Exhibit 8 of our 1979-80 Report. Exhibit 9 also summarizes the current status of 
all recommendations contained in the Committee’s December 9, 1980 Report to 


the Legislature. 
| 


| With regard to the preceding, it should be noted that although certain Com- 
mittee recommendations have been asterisked as being considered resolved per 
Exhibit 9, this does not necessarily mean that the recommendations have been 
resolved to the Committee’s satisfaction. For example, in the case of Health Ser- 
vice Organizations, the Committee’s December 9, 1980 Report recommended 
that the Ministry of Health ‘‘undertake to recover payments made in error for indi- 
viduals improperly on rosters, retroactive to the time when the actual ineligibility 
began’’. Examples of situations giving rise to such retroactive recovery would be 
the death of a roster member or a roster member moving to another locale. 


| At the June 4, 1981 Committee meeting, in response to this recommenda- 
tion, the Ministry’s position was that ‘‘the solution to the problem of inappropri- 
ate payment is rigorous roster monitoring. Retroactive recovery is seen to be 
unfair in principle due to the concept of the insurance mode under which payment 
is made.”’ 
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Hence, as far as the Ministry is concerned, the Committee’s recommmenda- 
tion is resolved; however, the manner in which it has been resolved may or may 
not be satisfactory to the Committee. 


1.8 Public Accounts Committees and Legislative Auditors. The Canadian 
Comprehensive Auditing Foundation was established in 1980 to promote the con- 
cept of value for money in expenditures of governments and publicly funded 
bodies. In September 1981, the Foundation issued a report entitled ‘‘Improving 
Accountability—Canadian Public Accounts Committees and Legislative Audi- 
tors.’’ The report provides detailed, comparative descriptions of the characteris- 
tics and operations of Public Accounts Committees and legislative auditors at both 
the federal and provincial levels in Canada and makes recommendations for the 
general adoption of useful features found in the various jurisdictions. 


We note that the majority of the report’s recommendations are presently 
being practiced in Ontario. However, we also believe it would be useful for the 
Ontario Standing Public Accounts Committee to schedule one of its meetings for 
the purpose of reviewing the report in detail. 


1.9 Management Board Initiatives for Improved Management Prac- 
tices. During the past year, the Management Board Secretariat has devoted con- 
siderable time to the development and implementation of three major initiatives 
designed to improve the quality of the overall management processes within the 
government—the Management Standards Project, Managing by Results (MBR) 
and Internal Auditing. 


Each of these initiatives will undoubtedly assist this Office in carrying out 
our responsibilities under The Audit Act, especially insofar as economy, effi- 
ciency and procedures to measure effectiveness are concerned. Additionally, we 
believe that a significant factor which should contribute to the desired success and 
acceptability of these initiatives is the fact that, in addition to the Secretariat, per- 
sonnel from various Ministries have been deeply involved in the development 
thereof. A summary of each of the initiatives is contained in the following para- 
graphs. 


MANAGEMENT STANDARDS PROJECT 


The Management Standards Project was approved by Management Board 
and Cabinet in March 1980. Its purpose is to lay the groundwork for improving 
management in the Ontario Public Service over the next decade by: 


e Establishing a basic framework for managing in the 1980’s: 
e@ Setting standards for the quality of management in the 1980’s; 


e Ensuring the major problem areas in management are defined and ad- 
dressed. 


GENERAL 13 


The main product of the project will be a series of publications documenting 
a consistent set of management principles, terms, processes, practices and stan- 
dards available for use by all government managers. The publications will be 
grouped into three series—Overview, Process and Support. 


The Overview Series will provide an overview of management in the Ontario 
Public Service and set the stage for the Process and Support Series. The Process 
Series will be organized under the following functions of management: 


e Evaluate and Set Direction 
e Plan and Allocate 

e Organize and Staff 

e Motivate and Direct 


e Monitor and Maintain Direction 


Management processes to carry out each of these functions will be described and 

standards set. The Support Series will be organized under the same five headings 

as the Process Series and will be grouped according to whether they are guide- 

lines, examples of processes or specific techniques which can be used in carrying 
out the process. 


This Office is particularly interested in the Process and Support Series since 
_they will provide us with the necessary criteria for assessing the quality of the 
_ government’s management of the Province’s resources. 


| In section 1.6 of our 1979-80 Report we noted that the draft plan for im- 
provement of MBR in the Ontario Government would be reviewed by an inter- 
ministry task force before its submission to Management Board. 


MANAGING BY RESULTS (MBR) 


| On February 3, 1981 Management Board reviewed the report of the task 
“force and approved the proposed improvement plan on the understanding that im- 
| plementation is to be completed within two years. The Secretariat was authorized 
“to proceed with implementation, including the formation of an MBR support 


team. 
| The support team (MBR Improvement Project) has been established at the 
Secretariat to work with ministries on their MBR improvement plans. In addition, 


guidelines for preparing abstracts and reporting to Management Board have been 
issued. 


| All aspects of the MBR improvement plan are to be carefully coordinated 
with the Management Standards Project. 


INTERNAL AUDITING | 
In January 1980 our Office initiated an in-depth review of internal audit 
Operations across the government of Ontario. The primary objectives of this re- 
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view were to determine the extent to which we could rely on the internal audit 
process and to assess the effectiveness of internal audit. 


The findings and recommendations resulting from our review were fully out- 
lined in chapter 4 of our 1979-80 Report. On balance, we concluded that the Of- 
fice could not rely on the overall internal audit process. From the standpoint of 
mandate, terms of reference, and the planning and reporting processes, we found 
that, generally speaking, the internal audit function was deficient. It was also our 
opinion that, again on balance, internal audit was not effective, since Deputy 
Ministers/Agency Heads were not receiving overall evaluations and assurances” 
about the major operations of their Ministries/Agencies. 


Concurrent with our review, Management Board approved, on May 6, 1980, 
the formation of an inter-ministry Task Force on Audit Policy to review the role of | 
internal audit in the Ontario government. The Task Force completed its assign- 
ment and issued its Report in December, 1980. The recommendations contained © 
in the Report were approved by Management Board and ratified by the Cabinet. 


These recommendations addressed our stated concerns, calling for the scope - 
of internal auditing in each Ministry to be comprehensive in nature, encompassing | 
both the financial control and management control processes. Additionally, | 
chapter 5 of the Report dealt with the setting of standards for internal audit. 
branches, including standards for terms of reference, performance of audit work, 
and the planning and reporting processes. 


Subsequent to the release of the Task Force Report, the Management Board - 
Secretariat, in close cooperation with the Ministry of Treasury and Economics, 
has been providing support and coordination insofar as implementation of the rec- 
ommendations is concerned. This support and coordination includes the periodic 
review of progress with audit and other personnel of the Ministries. 


As part of the Management Standards Project, the Secretariat has recently 1s- 
sued a brochure on Internal Auditing, and will shortly be releasing a booklet on’ 
The Internal Audit Process. 
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COMMENTS ON MINISTRY OPERATIONS 


2.1 Introductory Comments. Most of the comments contained in this seg- 
‘ment of the Report pertain to audit observations and recommendations resulting 
from ongoing Ministry audits and special reviews. The audits on which the com- 

ments are based were completed since the date of our last Report and are listed in 
Exhibit 5. 





(2.2 Recommendations for Improvements in Compiling and Reporting 
Results and for Improved Economy, Ministry of Agriculture and 
‘Food. The following observations and recommendations resulted from our most 
recent audit of the Ministry of Agriculture and Food. 


A) EXPORT PROGRAM—MONITORING OF EFFECTIVENESS 


The objective of the Ministry’s Export Program is to expand and develop 
foreign markets for Ontario-produced agricultural and food products. The pro- 
gram is comprised primarily of export missions to other countries, incoming 
buyers’ missions from other countries, trade shows, and processing of inquiries. 
The planned results for 1980-81 included an increase in export sales of $25 mil- 
lion resulting from missions. 





In our review of the Management by Results (MBR) process, we examined 
reports on missions by Market Development Officers, which contained informa- 
‘tion such as products involved, estimated sales resulting from the mission, obser- 
vations and conclusions. These reports are therefore essential for evaluating the 
‘Success of the program. We noted, however, that not all reports on incoming 
buyers’ missions contained this information, there being no standard format or 
reporting requirements. We also noted that no reports were prepared on several 
incoming buyers’ missions in 1979-80. Consequently, we recommended that the 
Teporting requirements of the program be reviewed and more formalized proce- 
dures instituted. 





B) MBR PROCESS—COLLEGES OF AGRICULTURAL TECHNOLOGY 


___ The Ministry operates four Colleges of Agricultural Technology (in addition 
to the Ontario Agricultural College at the University of Guelph), which have a 
combined enrollment of approximately 870. Actual expenditures for the 1979-80 
fiscal year totalled $3.4 million, with expenditures for 1980-81 being estimated at 
$4.8 million. 


' Each College outlines the objectives of its programs in a Management by 
Results (MBR) submission. We noted that the criteria by which effectiveness 1s 
evaluated varies among the Colleges, and includes such measures as number of 
admissions, number of students graduating, attendance, total credit hours offered, 
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etc. Various measures of efficiency are also employed, with only one College uti- 
lizing student/instructor ratio as a measure. Since their educational programs are 
similar, we recommended greater uniformity in the MBR’s, to enable compari- 
sons to be made and to ensure effective monitoring of actual results. 


C) FOOD COSTS—COLLEGES OF AGRICULTURAL TECHNOLOGY 

Each College (except the Ontario Agricultural College at the University of 
Guelph) engages a caterer to provide meals on-campus to students. Students are 
charged in accordance with an annual rate schedule which is applicable to all col- 
leges. At the present level of rates the Ministry subsidizes students for the excess 
of meal costs over revenue. 


From our review of the records of the Ridgetown College of Agricultural 
Technology, which has a student population of 369, we estimated that meal costs 
would exceed revenue by approximately $66,000 in the 1980-81 school year. 
This excess represents approximately 35 per cent of annual food costs. On the 
other hand, we understood that food services at the University of Guelph are pro- 
vided on a cost recovery basis. 


The policy on establishment of rates for services is outlined in section 10 of 
the Ontario Manual of Administration. Although exceptions are provided, in gen- 
eral, charges should recover at least the total cost, including overhead costs, of 
providing the service. We therefore recommended that the schedule of meal 
charges be reviewed to ensure that it complies with this policy. 


On June 19, 1981 the Ministry commented as follows: 


A) ‘‘A new record-keeping system has been instituted and should over- 
come the previous weaknesses.”’ 


B) ‘‘We are working toward preparing these on a more consistent 
passe’ 


C) ‘Section 10 of the Ontario Manual of Administration refers to 
direct services to the public and it is our policy to charge members 
of the public the full cost for dining at one of our colleges. Histori- 
cally, we have set the rate for student meals at approximately 2/3 
cost and review this annually to ensure the level is maintained. 
Thus, the 35% excessive cost over revenue stated in your report 
would be about correct, according to our policy.”’ 


2.3 Limousine Services, Ministry of the Attorney General. During the 
period April 1979 to March 1980 approximately $104,000 was paid to an automo- 
bile livery for limousine service. We understood that these charges were for trans- 
porting Supreme Court judges to and from their residence to the Court House. Our 
examination of documents supporting these expenses revealed the following: 


1. Invoices with respect to payments totalling approximately $49,000 were: 
received, checked and paid by the Finance and Services Branch of the’ 
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Ministry and charged to the individual judge’s travel accounts. 





2. The Finance and Services Branch also made payments totalling approxi- 
mately $55,000 based on lump sum amounts shown on supplier’s in- 
voices and approved by an official of the Ministry. Details and receipts 


for these charges were not provided nor were they included in the individ- 
ual judge’s travel accounts. 


Our review indicated that there is no specific authority for the payment of 
limousine service for judges discharging their ordinary duties. In response to a 
comment regarding such service in a previous audit memorandum, the Ministry 
stated that: 


' Transportation is provided to Trial Division Judges because it is not 
deemed appropriate that judges during the course of a trial should have 
to resort to public transportation which could lead to embarrassing Sit- 
uations of the judges being confronted either by jurors, witnesses or 
even possibly by the accused . . . this affords a degree of security and 
protection to the members of the Bench.’’ 


While we could not disagree with the rationale for providing such a service to the 
judges, we felt the cost should not be borne by the Ministry without specific au- 
thority. 


We understand that charges for transporting judges between their residence 
and place of employment are a taxable benefit under the Income Tax Act (Can- 
ada). We noted, however, that the Ministry has not prepared T4 slips for such 
judges’ benefits. 


The preceding comments were included in our memorandum dated May 21, 
1981 to the Ministry. We have no record of a reply as at September 30, 1981, the 
date of this Report. We are therefore unable to present the Ministry’s views on the 
subject matter. 


2.4 Operations of Small Claims Courts, Ministry of the Attorney Gen- 
eral. Small Claims Courts can decide claims up to $1,000 exclusive of interest 
under The Small Claims Courts Act. The Provincial Court (Civil Division) Proj- 
ect Act came into force in its entirety on June 30, 1980 and is to be repealed on 
January 1, 1983. Under this latter Act, Provincial Courts can decide claims up to 
$3,000 within Metropolitan Toronto. | 


FEE STRUCTURE ; 

There are at present approximately 125 Small Claims Courts located in about 
48 judicial districts or counties across the Province. These courts, with a few ex- 
ceptions, have their own administrative offices and support staff independent of 
the Ministry. The clerks and bailiffs of these courts maintain et offices as a 
form of private enterprise. These courts charge ‘“Tariff of Fees’’ to litigants ac- 
cording to the Regulations under the Acts. Based on a percentage of the gross fees 
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as specified by the Regulations, these officials of the court receive allowances or 


remit surplus fees. 


In the calendar year 1979, only 8 of about 170 officials had surplus fees to 
remit to the Ministry. These fees totalled approximately $75,000. Most of the re- 
maining officials were supported by allowances amounting to approximately 
$560,000 in the fiscal year 1979-80. It is apparent that fees charged to litigants are 
too low to cover the operating costs. 


If the Ministry intends to cover the cost of operating these courts from fees 
charged, we recommended a review of the fee structure be made in light of the 
current and anticipated revenues, allowances and expenditures of these opera- 
tions. This recommendation is particularly significant in respect of the nine Small 
Claims Courts with special financial arrangements mentioned subsequently. 


SURPLUS FEES RECEIVABLE 


As of September 30, 1980, accounts receivable totalling $115,500 were out- 
standing from the officials of the courts who were to remit surplus fees. Our re- 
view of these accounts indicated that of this total $73,500 may not be collectible, 
$46 ,500 of which has been outstanding since 1976. We recommended that special | 
efforts be made to recover these accounts. 


SPECIAL FINANCIAL ARRANGEMENTS 

The Ministry has entered into special financial arrangements with nine Small | 
Claims Courts whereby the clerks of these courts operate on a “‘salary basis’’ and | 
pay to the Treasurer of Ontario the excess of fees over their salaries and operating | 
expenses, rather than a percentage of the gross fees as required by Regulations for 
the other courts. ‘‘Salary basis’? means that each clerk of these nine courts 1s 
guaranteed a fixed sum annually by the Ministry. There is no legislative provision 
for these courts to operate under special financial arrangements. 


We made similar comments in 1976 and 1977 audit memoranda. The Min- 
istry’s response on November 24, 1977 stated in part, 


‘“‘An attempt was made to provide within Regulation 802 designated 
courts to operate under special arrangements. The Registrar of Regula- 
tions advised that The Small Claims Courts Act would have to be 
amended to implement the necessary special provisions. This matter ts 
under further consideration.’’ 


At the termination of our audit review in December 1980, this situation re- 
mained unchanged. Although The Provincial Court (Civil Division) Project Act 
came into force subsequent to the preceding response, no provision was made for) 
the operation of these courts under special financial arrangements. 


If these nine courts had continued to operate in accordance with the provi- 
sions of the Act and Regulations, as applied to other Courts, instead of under the: 
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special financial arrangements, the Ministry could have collected additional sur- 
plus fees averaging about $500,000 per annum. 


The preceding comments were included in our May 21, 1981 memorandum 
to the Ministry. Since we have no record of a reply as at September 30, 1981, the 
date of this Report, we are unable to present the Ministry’s views on the matters 
raised. 


2.5 Questionable Practices, Ministry of the Attorney General. The ensuing 
two situations were brought to the Ministry’s attention in a recent memorandum. 


LEASING OF AUTOMOBILES 


We noted that a contract dated April 23, 1979 to lease 15 automobiles for 36 
months was tendered and negotiated by an official of the Sheriff's Office in the 
County of York. An internal audit report dated January 17, 1977 indicated that an 
earlier contract to lease 24 automobiles for 30 months was not tendered and was 
negotiated by the same official of the Sheriff’s Office in November 1975. This of- 
ficial had no authority to negotiate such contracts and consequently these transac- 
tions bypassed the Ministry’s purchasing procedures. Both contracts were 
awarded to the same supplier. In each of the two contracts the supplier substituted 
one luxury car for one standard car leased at no extra cost. These luxury cars were 
used by the Ministry official who negotiated the contracts. In our opinion, the 
process followed in acquiring these leased automobiles was very questionable. 


POSITION SPECIFICATIONS 

We noted the duties of an employee are not in accordance with the ‘‘Position 
Specifications’’. The employee is contracted to perform the duties of ‘‘Relief 
Clerk 3 General’’. The ‘‘Position Specifications’’ describe the purpose of the po- 
sition as ‘‘To assist in the processing of all appeals filed in County Court Office, 
Judicial District of York’’. However, the actual duties of this employee are to 
shop for groceries and prepare meals for the judges. 


We found it difficult to understand how the Ministry could justify the need 
for this clerical position when the incumbent performs completely unrelated tasks. 
Additionally, the Ministry pays this employee a travel allowance for regular travel 
between home and headquarters. This is not provided for in the Contract of Em- 
ployment nor is it permitted under the travel rules of the Ontario Manual of Ad- 
ministration. 


The foregoing comments were reported to the Ministry on May 21, 1981. As 
at the date of this Report, September 30, 1981, we have not received a reply and 
are therefore unable to present the Ministry’s views on the matters raised. 


2.6 Review of Staff Training Services and Staff Development Centre Activi- 
ties, Civil Service Commission. The function of the Staff Development Branch 
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(SDB) of the Civil Service Commission is to assist employees of the Ontario Pub- 
lic Service to improve their performance. The responsibilities of this Branch in- ‘ 
clude the Staff Training Services (STS) and Staff Development Centre (SDC) Ac- — 
tivities. 

The Staff Training Services Activity provides, on a cost recovery basis, staff 
development and organization development services to improve the work perfor- 
mance of individual employees and work teams in the Ontario Public Service. 
The Activity consists of 11 employees, seven of which are staff development con- 
sultants. These consultants are responsible for participating in the design and con- — 
duct of in-house courses and assisting in consulting projects which help organiza- 
tional performance. 


Essentially, STS offers two types of courses—general and the Vanguard Se- 
ries. General courses are training and development programs open to any member 
of the Ontario Public Service. The Vanguard Series courses were introduced in 
fiscal year 1979-80 and are limited to senior managers of the Ontario Public Ser- 
vice. Courses are generally held at the Staff Development Centre, other residen- 
tial facilities, SDB facilities at 151 Bloor Street West, and Queen’s Park facilities 
in Toronto. 


Expenditure of the STS Activity for the 1980-81 fiscal year was $978, 136. 


The Staff Development Centre is located at Kempenfeldt Bay, near Barrie, 
and is operated by a staff of five full-time plus two part-time employees. Services 
such as catering, janitorial and housekeeping are contracted out. 


The function of the SDC is to provide a training and meeting residential fa- 
cility for seminars, courses and other meetings. The SDC has sleeping accommo- 
dations for 70 people and operates 47 weeks in the year excluding weekends and 
holidays. Users of the SDC include STS, ministries, boards and agencies. Ac- 
commodation rates are charged back to the users. 


Expenditure of the SDC Activity for the 1980-81 fiscal year was $364,400. 


STAFF TRAINING SERVICES (STS) 
Planning Process for Courses 


STS is responsible for the introduction, modification or deletion of courses. 
We were advised that the planning process for offering courses is based on 
courses that were well attended during the previous years and the opinion of STS 
Staff development consultants regarding ministry needs. In this regard, during our 
discussions with ministry Staff Development Officers, we were informed that 
STS normally did not consult or require input from ministries whenever new 
training courses were designed and introduced or changes made to existing 
courses. These ministry Staff Development Officers indicated to us that they were — 
only aware of new training and development courses when they were published in 
the CSC Staff Development Calendar. We were also advised that some STS— 








t 
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courses are meeting their needs. However, the Manager of STS (appointed to the 


position in January 1981) has recently commenced the process of consulting with 


_ the Inter-Ministry Staff Training and Development Committee before new STS 


courses are introduced or changes made to existing ones. 


For the fiscal years 1979-80 and 1980-81, the courses planned and held were 
as follows: 


Total courses Total courses % of courses 
planned held cancelled 
1979-80 
Be SCEA LOUNGES Fe cscs cv codon auenns 195 165 13 
APU RIOR OENIES cn dcckaecire ness core. 20 11 45 
1980-8] 
PSE T AL COUPES 6 \ dan ove saiaste« 52 oo ache be 171 20 
UAT OTE Se od oe cc sans <ireip sara a® 28 14 50 


Our review indicated that courses were cancelled because of insufficient 
enrolments. In our opinion, the planning process contributed to the significant 
number of cancellations, since training and development needs and priorities were 
not identified through consultation with clients. 


By way of illustration of our concern with the planning process, we observed 
the management development course ‘‘Telos’’ was introduced and offered once in 
the 1979-80 fiscal year. This course was scheduled to be offered four times in the 
1980-81 fiscal year but had to be cancelled each time due to insufficient registra- 
tion. The 1981-82 CSC Staff Development Calendar indicated that the course 
'Telos’’ is again scheduled to be offered three times during the year. 


We therefore recommended that STS accelerate the development of its new 


_ system for identifying the training and development needs and priorities of minis- 
tries. 


_ Procedures to Report on Effectiveness of Courses 


Evaluation of training and development courses is a means of identifying 


_what improvements can be made in the courses and what actions are to be taken 
_Tegarding the future of these courses. For the STS to decide whether to make im- 


provements to its training courses we felt it should be informed, where feasible, 


on the effectiveness of course delivery and employees’ performance on the job 


after training as related to their performance prior to training. 


Effectiveness of Course Delivery 


At the conclusion of each course, STS course participants are required to 


. 
ive their comments on eight items, using a course evaluation form. Such items 


include the application of course content on the job and an overall rating (0-7) of 
the course. The form does not, however, include questions and ratings on specific 
aspects of course delivery such as course content, environment, timing, trainer’s 
methods, group development and learning objectives. 
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In our discussions with the manager of STS, we were informed that consis- 
tent overall average course ratings of less than 5.5 are investigated and may result 
in changes to course content or instructor. Our review of these ratings for fiscal 
years 1979-80 and 1980-81 indicated that most courses were consistently rated in 
excess of 5.5. Since the course evaluation form does not include specific ques- 
tions and ratings on course delivery, we felt that the STS was not receiving 
enough information to identify specific areas in need of improvement. 


We therefore recommended that the STS redesign its course evaluation form — 
so that comments and ratings will be received from all participants on key ele- 
ments of course delivery, such as course content, environment, timing, trainer’s 
methods, group development and learning objectives. 


Effect on Employee’s Job Performance 


Employees requesting authorization to attend STS courses (general and Van- 
guard Series) are required to state in writing the results expected from attending 
the courses. For general courses only, results expected by the employees’ manag- 
ers are also stated. 


Staff Development Officers of the five ministries we visited told us that man- 
agers monitor employees’ performance after attendance at courses to determine 
whether there is an improvement in job performance, but no reports are made to 
the STS. Without this information, the STS has no means of determining whether 
the stated on-the-job results expected by the participant and manager were 
achieved. Consequently, STS may continue to offer and give courses which some 
ministries have identified as ineffective. 


In 1978, the STS retained a consultant to conduct an evaluation of the effec- 
tiveness of its training and development courses. A random sample of 5 per cent 
of course participants (111) who took courses from April 1977 to March 1978 was 
selected and questionnaires were sent to the participants and their immediate su- 
pervisors. Based on the feedback provided by these questionnaires, (76 partici- 
pants and 75 supervisors responded), the consultant concluded that courses of- 
fered by the STS were effective in all areas evaluated. A set of pretested 
computerized questionnaires was left with the STS so as to conduct future evalua- 
tions of its training courses. The present manager of STS was not aware of any 
subsequent use of the questionnaires. Further, he was not aware of any other eval- 
uations of STS training courses. 


Knowledge of on-the-job effectiveness of courses would provide STS with 
necessary information for future course planning. We therefore recommended 
that a system be established whereby ministries are required, where feasible, to 
report periodically to the STS on the extent to which expected on-the-job results 
have been achieved. 
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_ STAFF DEVELOPMENT CENTRE (SDC) 
Utilization of the SDC 


The SDC usually operates for 47 weeks in a year excluding weekends and 
statutory holidays. The maximum occupancy during this period is 15,960 bed 


days. For the past three fiscal years, the SDC planned for a utilization rate of 70 
per cent of the maximum occupancy. 


Bookings for bed days for STS courses are made 12 months in advance. The 
remaining bed days are available for use by others such as ministries, boards and 


agencies. The bed days booked and filled during the past three fiscal years were 
reported as follows: 


Booked 
Bed Days Bed Days Booked as % 
Booked of Maximum Occupancy 
STS Others Total STS Others Total 
1978-79 6,280 6,885 {3,105 39 43 82 
mr §61979-80 8,084 5,298 135382 51 33 84 
im 1980-81 7,478 5,082 12,560 47 32 79 
| Filled 
| Bed Days Bed Days Filled as % 
| Filled of Maximum Occupancy 
ow EY Others Total ois Others Total 
1) 1978-79 4,845 6,448 11.293 Sil 40 71 
1979-80 5,978 4,984 10,562 an 31 66 
' 1980-81 DID 3H. 4,803 10,340 35 30 65 


As can be seen, for the past two years the expected occupancy of 70 per cent was 
not attained. 


The preceding summaries indicate that a significant number of STS bookings 
(courses offered) were being cancelled, resulting in reduction of the use of the 
SDC. Course cancellations as a percentage of bookings were as follows: 





| SLs Others 

| 1978-79 23% 6% 

1979-80 31% oe 
1980-81 26% 5% 


| 

| These cancellations were mainly due to insufficient course enrolments. In 
yur opinion, the factors contributing to the cancellations of planned STS courses 
ind the general under utilization of the SDC were: 


1. As previously commented on, there is no formal system for identifying 
the general training and development needs and priorities of ministries. 
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2. The established cut off time for STS course nominations is seven weeks 
prior to the commencement of the course. If courses are to be cancelled 
due to insufficient nominations, then the SDC does not have enough time 

to make the cancelled space available for use by others. 


3. Course participants evaluating the operations of the SDC have indicated — 
concerns with the design of the buildings, such as two persons to a room — 
and four persons sharing a washroom. 


4. In the opinion of the Director of SDB, the daily accommodation rate of | 
$45 per person, based on full cost recovery and the 70 per cent utilization 
rate, is too high by comparison with alternative accommodation available 
to potential SDC users. 


5. Ministries tend to hold courses in regional areas rather than incurring ac- 
commodation and travel expenses for their employees to attend courses at 
the SDC. 


We recognized that even when course needs are identified, factors such as 
(3. (4) and (5) above would affect the utilization of the SDC. Nevertheless, we 
felt the SDB should continually strive to improve on the established occupancy 
rate of 70 per cent. In so doing the SDC would be seen as more fully meeting its 
mandate of providing a training and meeting residential facility that meets the 
needs of the managers of the Ontario Public Service. 


Inadequate Fire Protection 


The SDC complex nsists of seven structures, all of which are classified as 
combustible construction by the Safety Section, Property Management Branch, 
Ministry of Governm, .it Services. Current fire protection facilities include port- 
able fire extinguishers but no fire hydrant system. In the opinion of the Director of 
the SDB, the lack of a fire hydrant system could result in a serious loss of property 
in the event of an outbreak of fire, particularly during the winter when the lake 
nearby is frozen and there is no automatic system for getting water to the building 
site. 


In May 1979, the Director of SDB brought to the attention of the Safety Sec- 
tion of the Ministry of Government Services that the SDC complex is not served 
by a fire hydrant system. As a result, the Safety Section carried out a site visit and 
issued a report in June 1979. The report concluded that: 


1. The amount of water available at the SDC complex for structural fire pro- 
tection is considered inadequate. 


2. Consideration be given to providing a permanent pumping facility from 
the lake and an underground main and fire hydrants be installed to pro- 
vide adequate water supplies for structural fire protection. The Ministry 
of Government Services in 1979 estimated the cost for such a facility at — 
about $55,000. | 
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These conclusions were made recognizing that a fire once started would 
spread rapidly, achieving total involvement very quickly in the combustible con- 
struction, and the impact the loss of the SDC would have on the overall Civil Ser- 
Vice training posture. 


At the completion of our audit in July 1981, we noted that the pumping facil- 
ity, underground main and hydrants were not installed. For the adequate protec- 
tion of the SDC investment, we recommended that Steps be taken by the SDB and 
the Ministry of Government Services to expedite the installation of the facility. 


PERFORMANCE APPRAISALS (STS and SDC) 


The efficient operation of an organization is dependent upon its utilization of 
human resources. Efficiency of staff performance is enhanced by the use of regu- 
lar performance appraisals. 


Section 12-75-1 of the Ontario Manual of Administration, issued in January 
1980, describes the performance appraisal process and requires that the perfor- 
mance of every employee be appraised regularly. Guidelines to assist in the devel- 
opment and implementation of performance appraisal programs are provided in 
Section 12-75-3 of the Manual. Item 4 of the guidelines states that the perfor- 
-Mance appraisal is to be discussed with the employee at the end of the review 
period and, where the appraisal is written, the employee is provided with a 
copy. 


We noted that the Manager of STS has recently drafted guidelines on the 
methods and criteria to be used for conducting performance appraisals of his staff. 
The Director of SDB advised us that these methods and criteria, though not 
documented previously, were used to evaluate employees’ performance, although 
no performance appraisal forms were completed. 


In our opinion, formal written appraisals tend to have a greater impact and 
provide a permanent record, particularly useful should there be a change in senior 
Management. Appraisal forms are a means to ensure that a discussion between su- 
pervisor and subordinate has taken place and that certain essential considerations 
have been covered, both in face-to-face discussion and in a written summary. Per- 
formance appraisal processes in a number of ministries involve the completion of 
appraisal forms. 


) We therefore recommended that performance appraisal forms be developed 
and completed when appraisals are carried out for both STS and SDC employees. 
Copies of these appraisals should be placed on the respective personnel files. 


The Chairman of the Civil Service Commission subsequently provided us 
with a preliminary response, indicating that a more comprehensive reply would be 
forthcoming. This preliminary response addressed the following matters: 
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STAFF TRAINING SERVICES (STS) 

Planning Process for Courses 

“We acknowledge the validity of your comments with respect to past 
practices in identifying the courses we offer ministries, in evaluating 
these courses, and in arriving at tuition costs. We also appreciate your 
recognition of the steps already taken to correct these at the time of 
your review. 


“Tt is our intention to expand on some of these corrective actions to ob- 
tain even more significant improvements. 


“Also, last winter, we became concerned that not enough consultation 
was taking place with ministries to determine their true needs. To 
remedy this, the Manager of Staff Development Services undertook to 
visit all ministries and talk with Heads of Training face-to-face to 
gather their ideas. Subsequently, because of this feedback, and as an 
initial step in drawing up the 1982/83 course calendar, a list of 71 pos- 
sible course offerings was distributed to ministries with a request that 
they review the potential courses in light of ministry requirements. In 
addition, they were asked to suggest new course subjects and changes 
to existing ones. The response to these initiatives has been overwhelm- 
ingly positive.’’ 


Procedures to Report on Effectiveness of Courses 

“Weare... revising our course evaluation form to give us better data 
regarding the ability of the instructor and the selection of teaching pro- 
cedures. Initial steps have been taken to enlist managers in measuring 
the pay-off to them of Staff Development Services courses. We are also 
trying, on an experimental basis, the use of data processing to give us 
up-to-date information on individual courses and the general state of 
revenues and expenditures. 


eé 


_ we are pleased that you have included in your report the conclu- 
sion of an independent consultant that ‘. . . courses offered by the SIS 
were effective in all areas evaluated.’ This is gratifying in that the real 
pay-off in any charge-back system is that the client be satisfied.’’ 


STAFF DEVELOPMENT CENTRE (SDC) 

Utilization of the SDC 

“The Commission has recognized for some time now the difficulties that 
have existed in making effective use of the Staff Development Centre at 
an appropriate level of utilization. It has also been difficult to maintain 
an appropriate price to the ministries and our other customers under 
the charge-back system. 


‘“‘We are now negotiating the transfer of the facility and its operation to 
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Georgian College. This arrangement will make it possible to use the 
centre for a wider range of activities and hence improve utilization and 
efficiency. It is proposed that Georgian College will operate the centre 
as a civil service training centre as well as a practical training centre 
for its students in hotel and tourist industry programs. The use of the 
centre will be provided to us at our present usage rates at prices lower 
than those we would have had to adopt if we were to retain it. We expect 
the transaction to be completed by December 4, 1981. 


‘The adoption of this measure, which has been endorsed in principle 
by the P&P Board and the Cabinet, represents the government’s at- 
tempt to resolve the issues you have raised about the operation of the 
Staff Development Centre. We in the Commission have been actively 
negotiating this transfer for over a year now and we are pleased that the 
negotiations are now reaching fruition. The transfer will not only re- 
solve our problems of utilization but will also enable Georgian College 
to implement a program of resort management that this province needs. 
Under Georgian College, the operating costs of the centre will be sub- 
stantially lower than those we have to incur. As part of the transfer 
agreement, the government will undertake to install whatever pump- 
inglhydrant facilities are required at the centre within the next six 
months.’ 


Inadequate Fire Protection 


‘We wish to note that the buildings at the Staff Development Centre 
contain a fully modern heat-detection and fire-alarm system which is 
connected directly to the Stroud Police Fire Complex (seven miles/ten 
minutes away); that the kitchen contains automatic fire extinguishers 
for grease fires and that hand-heid extinguishers are located through- 
out the building as recommended; that regular fire safety inspections 
are performed; that the staff receives training in fire safety/prevention; 
and that fire safety is a matter of continuing concern and attention. 


‘‘As noted in your report, the Ministry of Government Services has also 
recommended a fire hydrant system because of a concern about the ade- 
quacy of water supply for fire-fighting, particularly in winter. The 
Stroud Police Fire Complex has expressed reservations about this pro- 
posal both because of its cost and, more particularly, the care and time 
required to maintain it during the winter months, and has recommended 
a much simpler alternative system which, in turn, is not acceptable to 
the Ministry of Government Services. 


“We propose to provide additional facilities for water supply after fur- 
ther investigation and have, in the meantime, been assured by the 
Stroud Police Fire Complex that with their new equipment it can pump 
additional water from the lake, as required, in the winter as well as 


28 AUDITOR’S REPORT FOR 1980-81 

eS 
during the summer. However, in order to avoid any delay while we are 
investigating alternatives, we have already arranged for inclusion of — 
the more expensive pumping system and hydrants in the minor capital 
program of the Ministry of Government Services, and have been ad- 
vised that the design of the system is beginning immediately.”’ 


2.7 Control Deficiencies re Service Agreements, Ministry of Community and | 
Social Services. An audit of Ministry purchase of services agreements included | 
a review of the records of the technical coordinator of the former Children’s Ser- 
vices Division and the documentation on agreements kept by the Accounts Branch | 


and field offices. 


We found that the list of agreements supplied to us by the technical coordina- 
tor did not include all agreements negotiated by this division. Also, we expected 
that technical coordinators would accumulate service costs on a project basis as _ 
recommended in section 50 of our 1978-79 Report, but this was not done on a reg- | 
ular and consistent basis. For example, as part of our audit we requested informa- - 
tion on the costs of an operational review project in May 1981 but did not receive | 
it until July 31, 1981. We understood that the Finance and Administration Divi- | 
sion was in the process of studying the role of technical coordinators, the matter | 
of contract recording and project control. We hoped that this study would result in 
improved control over agreements for the purchase of services. | 





The Ministry Accounts Branch is supposed to receive copies of agreements | 
and record payments on agreement summaries to ensure that the contract amounts 
are not exceeded. Payments classified as Services and totalling $38.6 million in 
the 1980-81 fiscal year were covered by purchase of services agreements. In the 
1980-81 fiscal year, Accounts Branch processed many payments without the ap- 
plicable agreements, on the authority of the Executive Director, Finance, because 
they applied to agencies in regular receipt of funds from the Ministry. In May 
1981, Accounts Branch prepared lists of agencies funded in the 1980-81 and 
1981-82 fiscal years although it did not have copies of the relevant agreements. 
These lists were circulated to the regional offices with a request that they forward 
copies of the missing agreements or inform the Accounts Branch as to the current’ 
situation if certain ones were not available. | 


| 
| 
i 
| 
| 
f 
t 
| 


During our visits to the various regional offices we reviewed the handling of | 
agreements and found that in most cases the field offices had signed agreements 
covering the 1980-81 fiscal year which they reported they had forwarded to a head | 


{ 


office location, but could not produce documentation identifying the intended re- | 
cipients. In the case of program agreements covering the 1981-82 fiscal year, the! 
regional offices reported that they had only received their fund allocations for that’ 
year in June 1981 and, therefore, were unable to finalize agreements with agen- 
cies concerned until receipt of this information. | 





Our visits to regional offices also revealed that these offices did not have a 
complete record of all agreements initiated within their areas. We therefore rec- | 
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| ommended that an index or register be kept in each regional office listing all exist- 
ing agreements and providing brief details such as period covered, date of signing 

_and area office involved. Regional directors or their staff agreed to our recom- 
mendation since they could discern a need for such information. 


| We felt that a complete list of all agreements for the purchase of services is 
‘much more necessary now than in the past because of the continuing trend 
| towards deregulation, with agreements replacing legislation. 





The Ministry has since written to us to advise that: 


the negotiation, execution and monitoring of purchase of service agree- 
ments which addresses, among other things, these particular con- 
ELONS vt 


| 
“The Ministry has implemented a comprehensive procedure concerning 
F 


| 
| 2.8 Potential for Duplication of Functions, Ministry of Community and So- 
cial Services. The establishment of local children’s services committees is de- 
scribed in the Ministry’s Annual Report for the year ended March 31, 1979 as part 
‘of a plan in which decision-making and priority setting will occur at the local 
Jevel. In addition, it is stated that a long term goal of the Ministry is to assist local 


committees in becoming responsible for decisions relating to planning, evaluation 
and funding of children’s services in their respective areas. 


As at March 31, 1981 the Ministry had established local children’s services 
‘committees in five municipalities and was participating in the formation of steer- 
‘ing groups in other municipalities which were to lead to the formation of commit- 
tees. According to the records of the Ministry, expenditures in the three year 
period ended March 31, 1981 amounted to $906,000 for five local children’s ser- 
vices committees and $711,000 largely for the steering groups, for a total of 
$1,617,000. 


_ The local children’s services committees are to proceed through three phases 
of growth with the final phase having the committee assume responsibility for the 
provision of a full range of children’s services within its area, including the allo- 
cation of funding to the agencies or individuals involved. Four of the committees 
are presently in phase two and the fifth, a municipal model, is in phase one. 


| 


We carried out an inspection audit of one local children’s services committee 
to gain first hand knowledge of the work done by these committees. It appeared 
that the tasks undertaken by them are very similar to those performed by regional 
area offices of the Ministry. This indicated an overlapping of functions which 
could increase. We understood it was not the Ministry’s intention to develop 
Pecting groups as local children’s services committees. Also, we noted that steer- 
ing groups have yet to be established in many areas of Ontario which are not 
served by local committees. Accordingly, we were in some doubt as to the Min- 


istry’s policy with respect to steering groups. 





| 
Hs 
| 


| 
| 


We were subsequently notified by the Ministry that: 
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“The five local children’s services committees and the initiating steer- 
ing groups in certain other municipalities are prototypes only and the 
Ministry is currently evaluating this concept.”’ 


2.9 Deficiencies in Lotteries Branch Reporting System, Ministry of Con- | 
sumer and Commercial Relations. As a result of our most recent audit of the | 
Ministry, we concluded that the reporting system in the Lotteries Branch was in-_ 
adequate, in that established policies, procedures and legislation were not being | 


adhered to. Our observations and recommendations supporting this conclusion 
were as follows: 


—Order in Council #416/77, as amended by Order in Council #2546/77, | 


states that: 


‘(a) The amount expended, exclusive of prizes awarded, in the conduct — 





and management of any lottery scheme, other than a bingo lottery | 
where the prize structure does not exceed seven hundred and fifty _ 


dollars, shall not exceed 15 per cent of the gross receipts derived 
therefrom; and 


(b) No less than 20 per cent of the gross receipts of any lottery scheme | 


shall be used for charitable or religious purposes.”’ 


In section 51 of our March 31, 1978 Report we commented that the ma- — 
jority of bingo licences issued during a six month period to June 30, 1977, | 


had failed to meet one or both of the criteria set out in the above men- 


tioned Order in Council. In its response dated July 27, 1978, the Ministry | 


advised that a statistical review would be made and legislation amended if 
necessary. 


Our current audit of provincially licenced events revealed that the situa- 
tion had deteriorated even further. Of the 54 regular bingos licenced in | 
1979, with gross receipts totalling in excess of $16 million, there were 52 | 
events (96.3 per cent) which did not meet one or both of the conditions | 


specified in Order in Council #416/77, as amended. For the 52 licences, 
the percentage of gross receipts used for charitable or religious purposes 
ranged from nil to 46.6 per cent, averaging 17.6 per cent. Expenses in- 


curred ranged from 6.6 per cent to 38.5 per cent, averaging 20.7 per | 


cent. 


—*‘Monte Carlo Event Report Form MC-R”’ requires that the report must ) 
be filed with the Lotteries Branch not later than 30 days after the holding | 


of the event. Our examination of files pertaining to Monte Carlo events 
revealed that a number of organizations had not filed any such reports. 


To ensure adherence to terms and conditions of licences issued, we rec- 
ommended that the Branch obtain and review all reports. 

—Order in Council #274/70, as amended by Order in Council #2639/73, 
outlines the terms and conditions under which municipalities may licence 
lotteries for charitable and religious purposes. The Lotteries Branch re- 
ceives a copy of every municipal licence issued. 
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In 1979, 96 per cent of the lottery events in Ontario were licenced by mu- 
nicipalities. To ensure adherence to stipulated terms and conditions, the 
Lotteries Branch should require municipalities to submit periodic reports 
on the results of municipally-licenced events. This would also enable the 
Branch to keep statistics on the results of all lotteries licenced in the Prov- 
ince of Ontario and possibly highlight events which should be inspected 


by the Branch. 


—The Lotteries Branch had not been audited by the Ministry’s internal audit 
department since 1973. At the time of our review, there were no plans to 


audit the Branch in the near future. 


Although the Branch is relatively small, it is very much in the public eye. 
Accordingly, we recommended that it be audited by the internal auditors 


on a regular basis. 


On August 11, 1981, the Deputy Minister replied as follows: 


Order in Council #416/77 as amended by 
Order in Council #2546 /77 


‘Subsequent to your audit report dated June 30, 1978, the Director, 
Lotteries Branch, has been continually reviewing the results of all 
bingo lotteries. This included the circumstances which have resulted in 
the non-compliance to the required limits for expenses and revenues by 
individual licencees. Concerted efforts have been made to encourage 
bingo licencees to improve their operations and maintain acceptable 
standards. However, it was found that during this period of time, ad- 
ministrative costs (i.e., rental) increased significantly without a corre- 
sponding increase in the fees charged. In addition, the volume of 
players did not increase proportionately to offset the additional costs. 
As a result, during 1979, 23 provincially licenced groups closed their 
bingo operations. It appears that this trend will continue. 


‘It seems, therefore, that it may now be necessary to amend the Order 
in Council. This is currently being reviewed and will be appropriately 
amended to ensure that lottery schemes are encouraged. Reasonable 
limits, while still maintaining an appropriate disciplinary effect, will be 
established for both management expenses and revenue to be used for 
charitable or religious purposes.’’ 


Monte Carlo Events 


‘Monte Carlo Event Reports were received from about 75% of the li- 
cenced groups. Existing procedures have been revised to provide assur- 
ance that all reports are received and subsequently reviewed by Branch 


Sia. 


Order in Council #274/70 as amended by 
Order in Council #2639/73 
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“The Lotteries Branch Director has been extensively involved with Mu- 
nicipal officials through informal communications and meetings to en- 
sure that they are complying with the licencing terms and conditions. : 
However, this process will shortly be formalized to provide a meaning- 


ful reporting system without excessive paperwork.”’ 





Internal Audit | 


“An internal audit of this Branch is planned for the current fiscal 


aF 


year. 


2.10 Allocation of Probation Officers, Ministry of Correctional Ser- 
vices. According to Ministry statistics, the total number of cases under proba- 
tion and parole supervision throughout the 1980-81 fiscal year was 62,190 (proba- 
tion) and 2,808 (parole). Probation officers are allocated to various area offices. 
under an area manager. No specific formula is used by the Ministry as a basis for. 
allocating officers to these offices. 





| 
| 
; 
| 


A review of the latest statistical information available for four area offices, : 
covering the period January to April 30, 1981 per Ministry workload summaries | 
revealed the following: | 


Offices | 

] 2 3 4m 

No. of Probation/Parole Officers 8 9 12 12 | 
Average No. of Active Cases on hand 650 497 486 739 
Average No. of Inactive Cases on hand 160 112 1S} 189 
Average No. of Client/Call Interviews 690 556 655 941 
Average No. of Reports 35 47 66 109 


| 

Although probation officers generally felt that their caseloads were high, in) ) 

one office (#2), staff indicated having a fairly light caseload. | 
) 


The preceding statistics indicated that the workloads in the area offices 1 and 

4 were significantly heavier than those in offices 2 and 3 respectively. This work- 
load imbalance may also exist in other offices. | 
| 

We recommended that probation management consider the feasibility of al- | 
locating officers to area offices on the basis of a systematic formula. For example, - | 
a formula could be developed to include factors such as: area population, previous | | 
caseload history, present caseload and future forecasts. The allocation of officers) | 
on this basis would provide a more efficient utilization of probation officers and | 
help even out the workload. 


: 
The foregoing comments were transmitted to the Ministry on September 24, | 
| 
| 
| 


1981. The Ministry has not had an opportunity to respond and we are, therefore, 
unable to present its views on our recommendation. 


2.11 Lack of Due Regard for Economy, Ministry of Energy. The Ministry 
_iaunched and completed the Ontario Energy Savers Tune-Up Program during July | 








) 


2 
| 
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to September 1980. It incurred expenditures totalling approximately $60,000 in 


the 1980-81 fiscal year. In our opinion, the objectives of the program, and results 
subsequently drawn therefrom, were very similar to a program called ‘‘Operation 
Tune-Up” carried out by the Department of Energy, Mines and Resources, Can- 
ada, in 1979. Results were published by the Department in a publication called 
~The Car Economy Book’’. This book was widely issued to the public free of 
charge along with various other pamphlets. Under the circumstances, the ratio- 
nale for duplicating efforts and expenditures by Ontario was questionable. 





| The preceding comments were reported to the Ministry on June 12, 1981. 
Since we have not received a reply as at September 30, 1981, the date of this Re- 

ort, we are unable to present the Ministry’s views on this matter. 

. Management Control Deficiencies re Word Processing Centre, Min- 

EBitcy of Energy. The Ministry purchased word processing equipment at a total 
| cost of approximately $102,000 during the two fiscal years 1978-79 and 1979-80. 
In addition, an amount of approximately $85,000 was paid to consultants in the 


| two fiscal years 1977-78 and 1978-79: 


(a) consulting services to perform a feasibility study to determine the Min- 
istry’s needs to maximize efficiency and productivity of its support per- 
sonnel by introducing modern management methods and developing or 
improving systems and procedures in all areas of correspondence man- 
agement; and 


(b) on-site implementation of their recommendations. 





Of the above costs, an amount of $25,000 was paid to the consultants to per- 


form a feasibility study in accordance with a Letter of Agreement dated No- 
'vember 10, 1977. However, the balance of the costs of $60,000 which we under- 


‘Stood was for the on-site implementation of their recommendations, was not 
Supported by a contract. 


The Letter of Agreement of November 10, 1977 outlined several objectives 
and tasks. We noted, however, that not all the tasks were carried out by the con- 
| sultants in that there was no indication of any adequate cost benefit analysis hav- 
ing been done nor an assessment of organizational and equipment alternatives and 
their implementation (such as: lease vs. purchase, use of a typing pool, etc.). 
The statistics of the Word Processing Centre are recorded on a weekly log 
‘sheet, commonly referred to within the Ministry as the Productivity Record Form, 
which is maintained in the Ministry’s Administration Section. However, we 
found no evidence to indicate that these statistics were compared to the output 
Standards established in the feasibility study. Consequently, the Administration 
Section has been unaware of the degree or level of efficiency at which the Word 
Processing Centre is operating. Additionally, we were given to understand from 
the Administrative Officer that the statistics on the Productivity Record Form did 
not clearly specify all the functions performed and were thus incomplete. How- 
ever, he did not elaborate to what extent the forms were incomplete. 
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Nevertheless, a test was carried out by us using the information on the Pro- 
ductivity Record Form. We compared actual line output per man day for a se- 
lected seven-month period to August 1, 1980 against the minimum required stan- 
dard of 1,000 lines per man day set in the feasibility study. We concluded that the 
Word Processing Centre was operating at a 24 to 55 per cent efficiency. 


A second test was carried out to compare the productivity of the Word Pro- 
cessing Centre to the previous typing arrangements, i.e. the use of electric type- 
writers. Appendix B to the feasibility study indicated that the average lines typed 
using electric typewriters was 92 lines per hour. However, the executive summary 
in the feasibility study indicated that this was considered to be a low level of pro- 
ductivity because of various interruptions such as priority conflicts, lack of super- 
vision, training, coordination, heavy telephone workload and other tasks. 


We compared actual line output for the selected seven-month period to Au- 
gust 1, 1980 against the standard of 92 lines per hour. We concluded that the 
Word Processing Centre typed an average of 66 lines per hour, representing a de- 
crease in productivity of over 25 per cent when compared to the manual opera- 
tion. 


We therefore recommended that: 


(a) The Ministry investigate the reasons for the decreased productivity and 
ensure full use of the word processing equipment is made; and 


(b) devise a system that would regularly and adequately monitor effi- 
ciency. 


We noted with interest that an operational review report was issued by an ex- 
ternal consulting group in December 1980. This report recommended that addi- 
tional word processing equipment was required to meet the needs of the Min- 
istry’s Communications Group. A purchase order totalling approximately 
$100,000 was issued on January 9, 1981 to the same supplier as the earlier equip- 
ment. In view of our preceding comments on the current performance of the exist- 
ing Word Processing Centre, which is also used by the Communications Services 
Section, we found it difficult to understand the need for additional equipment. 


The preceding comments were included in our memorandum of June 12, 
1981 to the Ministry. As at September 30, 1981, the date of this Report, we have 
no record of a reply, and are therefore unable to present the Ministry’s views re- 
garding this subject. 


2.13 Non-Compliance with Procedures and Other Matters re Purchase of 
Consulting Services, Ministry of Energy. During an audit of the Ministry, we 
found considerable evidence of non-compliance with established procedures for 
the purchase of consulting services. From a sample of 20 fee for service consul- 
tants selected for review, the following deficiencies were noted: 


e In 12 instances, we found no evidence of either competitive selection of 
prior approval from Management Board of Cabinet for an exemption from 
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| tendering as required by the Ontario Manuals of Administration and Sup- 
ply. In 9 of these instances, contracts were awarded for management con- 
sulting, systems development and communication services, exceeding 
$15,000. In the other 3 instances, contracts were for communication ser- 
vices between $5,000 and $15,000. 


e In one instance, an original contract awarded for management consulting 
services was estimated to cost $40,000. The contract was amended and in- 
creased to $117,000 in the following stages: 


$ 
—Original contract, dated February 2, 1979 40,000 
—First amendment, March 16, 1979 105,000 
—Second amendment, March 14, 1980 117,000 


Actual payments to completion of the contract in May 1980 totalled 
$115,000. Again, we found no evidence of either competitive selection or 
prior approval from Management Board of Cabinet for an exemption from 
tendering. In our opinion, specific Management Board approval should 
have been obtained when it was known that the estimated total cost of the 
project would exceed $100,000, as required by the Ontario Manual of Ad- 
ministration. 


e We found no evidence of prior written approval from the Deputy Minister 
for exemption from competitive selection in any of the preceding 13 in- 
stances. 


Additional observations resulting from our review were as follows: 


1. A consultant who, we understood, had been performing a study of Min- 
istry records and systems management since April 1, 1980, was doing so 
without a formal written contract. Payments to completion of our field 
work totalled $22,200. 


2. At the end of their contracts on March 31, 1979 and May 4, 1979, two 
unclassified staff were earning $46 and $69 per day respectively. These 
persons were immediately rehired as consultants at $73 (subsequently in- 
creased to $90 on November 22, 1979 and $93 on March 21, 1980) and 
$100 (increased to $104 on March 21, 1980) per day respectively to do 
basically the same job. These consultants, we understood, occupied the 
Ministry’s premises and used the facilities and stationery, etc., of the 
Ministry. We found no evidence that the Ministry had made efforts to 
renew their contracts as unclassified staff before opting to hire them as 
consultants at substantially higher rates to perform basically the same 
work. 








The foregoing comments were reported to the Ministry on June 12, 1981. 
Since we have no record of a reply as at September 30, 1981, the date of this Re- 
dort, we are unable to present the Ministry’s views on the subject matter. 


36 AUDITOR’S REPORT FOR 1980-81 | 
ee | 
2.14 Disposition of Parkway Belt West-Related Lands, Ministry of Govern-— 
ment Services. Section 60 of our March 31, 1979 Report contained recommen-_ 
dations for improvements in Ministry controls and records relating to the Parkway 
Belt West land acquisitions. We found considerable improvement in this area dur-_ 
ing our most recent audit of the Ministry. During this audit, we reviewed the 

status of surplus land in the Parkway Belt West area. 


It was our understanding that lands outside the Parkway Belt West or in the 
complementary use category were to remain in or be returned to the private sec-— 
tor. According to a Ministry Parkway Belt West status report as at March 31, 
1979, surplus land held amounted to 5,246 acres. We were concerned that the sale 
of this surplus land, which appeared to be the responsibility of the Ministry, was_ 
being impeded. Our concern was based upon procedures which require a form of | 
consent from members of the formerly active Parkway Belt West Planning Group | 
and/or the Ministry of Transportation and Communications. These procedures are 
time consuming and, since members of either of the preceding groups may sug- . 
gest additional requirements, the sales plan of the Ministry of Government Ser- | 
vices for certain parcels of land is halted. Also, we concluded that, due to this, no » 
reliable inventory of surplus land available for disposal can be assembled. | 





We recommended that the Ministry write to all pertinent Ministries and | 
agencies requesting that they expedite their detailed design requirements immedi- _ 
ately. This would disclose which lands are for complementary use and which are ~ 
outside the Parkway Belt West so that a sales program would proceed. Land | 
required for Ministry or agency use could then be dedicated accordingly. 


On April 21, 1981, the Deputy Minister of Government Services replied as 
follows: 





‘We are pleased to note that you found considerable improvement in | 
Ministry records. | 


“The Ministry of Government Services carries out its responsibilities 
subject to the mandate of the Ministry of Housing, which is the co- | 
ordinating organization for Parkway Belt requirements. | 


‘The Ministry of Transportation and Communications, which is the 
largest land user Ministry in the Parkway Belt, was requested to submit 
details of its requirements early in 1980. A schedule of general require- 
ments has been received and the Ministry of Transportation and Com- 
munications is continuing to supply more specific information as its 
needs are more precisely defined.’ | 
2.15 Refinements in Contingency Plans Recommended re Government) 
Computer Centres, Ministry of Government Services. During the past year, , 
we completed a review of the three computer centres at Queen’s Park, Downs- ' 
view and Leaside regarding procedures planned for restoration to previous operat: | 
ing level in the event of partial or total destruction of any of the installations. 
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Our review included an examination of the contingency plans and related 
discussion with the directors of the three computer centres and with the Executive 
_ Director of the Communication and Computer Services Division (CCSD) of the 
- Ministry. 


We noted that each centre has developed its own contingency plan in con- 
Junction with the other centres and with CCSD. We understood that these plans 
are subjected to continual revision. However, at the time of our review, we found 
that the contingency plans did not include the following: 


1. APPLICATION PRIORITIES 

A contingency plan should recognize that all applications and elements of a 
facility are not equally critical. We appreciated that there were financial as 
well as time constraints in attempting to fully document every application 
being processed in all three installations. However, we felt that it was most 
important to establish some form of priorities among the various applications 
prior to a disruption or disaster. This would facilitate the efficient implementa- 
tion of a contingency plan. 


There are two prerequisites to the setting of priorities: first, a decision as to 
who should set priorities, and secondly, the establishment of the basis on 
which priorities should be set. At the time of our review, steps were being 
taken to address these matters. 


The documentation for high priority applications should include: 


(a) Back-up Files—Details of locations and contacts for all back-up files. 


(b) Transportation—Arrangements for the movement of files and forms held 
in off-site storage. 


(c) Output Forms—A check list of all output documents and forms used, 
quantity, and where stored. 


(d) Action Plan—A step-by-step action plan showing the details of operation 
including the personnel, hardware, software, etc. 


2. TESTING 

We noted that the computer centres do not make a practice of test-running sen- 
sitive applications on alternate equipment to ensure that modifications to either 
hardware or operating systems configuration do not impede back-up capabili- 
ties. 


We were advised that one reason for this lack of testing is the anticipated cost. 
Under these circumstances, we felt that there should be a provision for suffi- 
cient funds to cover the cost of this important function. 


We also recommended that the computer centres document the procedures for 
the testing of back-up facilities. 
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The Deputy Minister wrote to us on January 28, 1981 and advised that: 


Application System Priorities 

“Prioritizing of client ministries’ application system is recognized by 
the data centres as an integral element of an effective contingency plan. 
A program exists in each data centre for aiding ministries in completing 
the structural assessment of priorities within each client ministry. Three 
ministries have been aided to date and their priorities have been deter- 
mined. Completion of the program is scheduled for mid-1982. The indi- 
vidual contingency plans at the data centres will be adjusted to reflect 
the highest priority application systems for each ministry. 


“It is realized that there is no current mechanism for the determination 
of application system priorities among ministries. For example, in the 
case of a disaster at a data centre, several top priority applications 
from ministries may be scheduled for processing. The designated back- 
up data centre could also have their own clients’ top priority applica- 
tions being processed at the same time. 


‘Tt is understood that the Management Technology Branch of the Man- 
agement Board Secretariat is co-ordinating the matter of setting priori- 
ties among ministries’ applications.’’ 


Testing 

“Some test running, on an ad hoc basis, is performed with application 
systems that are perceived by data centres to be top priority (i.e. highly 
sensitive ). 


‘Back-up testing of applications among the data centres has its real 
limitations, both physically and financially. The data centres operate in 
an environment of balancing equipment utilization, service delivery and 
full cost recovery. As a data centre's equipment becomes more utilized, 
revenues increase and service delivery levels decrease. Additional 
equipment in data centres dedicated to guaranteeing contingency back- 
up facilities would reduce utilization and impair cost recovery. 


‘A more ideal solution that is being investigated is to enter into an 
agreement with a private sector service which provides computer back- 
up facilities in case of contingency and also provides run testing facili- 
ties. For example, a service company . . . is now being formed in the 
Toronto area subject to adequate financing and having some forty data 
centres contracted to the service. 


“In the meantime, the planning of test running will be arranged, in 


accordance with individual ministries’ evaluation of high priority appli- 
Cations.” 
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2.16 Operational Improvements Recommended re Ambulance Services 
Branch, Ministry of Health. During the year, we completed an audit dealing 
with certain aspects of the Ministry’s Ambulance Services Branch (ASB). Expen- 
ditures of this Branch for the year ended March 31, 1981 amounted to approxi- 
mately $70.2 million. Our major observations and recommendations are sum- 
marized below. 


VEHICLES AND EQUIPMENT 


~ Ambulance Conversions 


Vans are purchased for conversion to ambulances through the Ministry of 
Transportation and Communications (MTC) in accordance with the Ontario Man- 
ual of Administration, section 40-3-1. These vans are purchased from dealers 


_ within the MTC district in which the ambulance is expected to be operated. Con- 


sequently, there is a price variance in the purchase costs of these vehicles, which 


_ varied from $8,566 to $9,325 in March 1980 and $9,126 to $9,332 in June 1980. 


In addition to this price variance, there is an element of dealer profit in each price, 
which would be eliminated or lessened if ASB were allowed to order directly 
from the manufacturer. The tendering of van purchases in the various MTC dis- 


_ tricts does not mean that the vans will be delivered from the dealer, but are only 


ordered via the dealer and may be delivered directly to the MGS garage at Mimico 
from the manufacturer. 


The deliveries of 1980 van purchases were 118 in March 1980 and 47 in 


| May-July 1980. We noted that the first ambulance issued from these purchases 
' was in October 1980 and that the majority of conversions to ambulances and 
_ issues did not take place until February to May 1981. We felt that deterioration of 


vehicles could take place when the time taken from delivery of chassis to issue of 
converted ambulance is unduly long. This deterioration occurred in the case of ap- 
proximately 70 (1977) vehicles which were received in late 1977 but not con- 
verted and issued until 1979 and early 1980. Certain defects occurred in the 


_ brakes, battery and transmission seals which had to be inspected and repaired at a 


cost of approximately $12,700. 


We therefore recommended that the purchase of vans for conversion to am- 
bulances be reviewed with the object of reducing the time span between the initial 


_ receipt of the van and issue as an ambulance, to avoid undue investment in vehi- 


cles which do not become operational for one year. 


Since 1980, the colour of ambulances has been white with extensive decal 


- striping and lettering in luminous orange tape. The luminous tape is used to make 


an ambulance more visible at night if it is travelling with its flashing roof lights 


- switched off. The cost of striping one ambulance is in excess of $300, covering 


material and installation. The cost of decalling pre-1980 vehicles was about $80- 
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$100. Additional costs will be incurred when the 1980 vehicles are being prepared 


for disposal at auction. We understood that when the striping is removed, the — 


body paint will be marred and the van will require extensive paint work. We sug- — 


gested that the branch review this more costly method of identifying ambulances — 


as to whether its effectiveness warrants its cost. 


Ambulance Service Stores—Mimico 


These stores are under the control of the Ministry of Government Services 
and the storekeeper is an employee of that Ministry. Purchases are made and paid 


for by ASB, but no formal control is maintained by ASB over the inventory. The - 
inventory records are kept by the storekeeper on a quantity basis only. A physical 


inventory taken at the end of March 1981 indicated a total value of $1,200,000, of 
which communications equipment totalled $740,000. 


We visited the stores location in April 1981 and noted the following matters 
which we recommended the Ministry review for the purpose of improved ac- 
countability and control. 


1. The ownership of inventory by one Ministry and its management by an- 
other contributes to reduced staff accountability by stores personnel. we 
recommended that the stores be directly controlled by ASB. 


i) 


. There was no control account maintained by ASB over the inventory 
value for comparison to the yearly physical inventory valuation. 


3. There was no control over minimum reorder quantities, reordering being 
dependent upon physical observation by the storekeeper rather than a sys- 
tematic review of inventory cards. 


4. Requisitions covering the issue of stock were all made out by the store- 
keeper, and were prenumbered. Many of these requisitions were prepared 
on the basis of telephone requests and did not bear any authorizing signa- 
ture. 


5. The inventory was spread throughout three large rooms and the physical 
stacking was untidy. It is questionable whether the inventory, especially 
communications equipment, was adequately protected against deteriora- 
tion. 


6. There was no regular review of slow moving stock and assessment as to 
whether such stock will ever be used. 


7. Certain pieces of ambulance equipment can be repaired, but there was no 


enforcement of broken equipment being returned to stores prior to issue 
of replacement. 


8. Adequate records were not maintained of the quantities of equipment is- 
sued to each ambulance service. Such records would enable ASB to 


assess whether certain ambulance services have an unusually high usage — 


of equipment. 
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| We noted that much of the communications equipment has been carried in 
stock for a considerable period. For example, a communications system ordered 

in April 1979 and paid for in August/November 1979 cost approximately 
$56,000. This material was still on hand at ASB stores in April 1981. 


| 





There were fifty dashmount mobile radios on hand having a value of approx- 
imately $54,000 and we were given to understand that these radios will not be 
compatible with the Central Ambulance Dispatch Centre equipment. We there- 
fore questioned investment in inventory of this nature. 


Replacement Policy 





During discussion with the Fleet Advisor of ASB, we ascertained that there 
is no written policy on replacement of ambulances. In general it has been found 
that vehicles need to be replaced between 120,000 and 150,000 kilometres. At 
‘this point, mechanical and body repairs begin to become uneconomical in relation 
'to the expected life of the vehicle. 


| The condition of vehicles and related maintenance costs are reviewed at the 
time budgets are considered and approved by ASB. In addition, repair costs ex- 
ceeding $500 require prior written approval from ASB. Reviews of ambulance 
services by ASB inspectors include inspection of ambulances regarding their con- 
dition and road worthiness. However, there is no ongoing central monitoring of 
the ambulance fleet covering mileage, age, condition and related maintenance and 
repair costs associated with each ambulance. 


We therefore recommended the Ministry’s proposed central computerized 
vehicle control system be implemented as soon as possible in order that manage- 
ment may be supplied with current information on age, condition, mileage and re- 
lated maintenance and repair costs for each vehicle. 


Insurance 


The number of ambulances in service during the years through 1979-81 has 
increased from 427 to 441. However, on reviewing the number of ambulances in- 
sured for the three years commencing April 1, 1979, we noted that the Ministry 
imsured 621, 672 and 747 ambulances respectively. We understood that vehicles 
to be delivered during the ensuing year are insured for the full year, even though 
such vehicles may not be issued to an operator until near the end of that year. Ve- 
hicles sent to MTC for disposal prior to the fiscal year end are not included for in- 
surance purposes. 


We attempted to verify the accuracy of the number of ambulances insured for 
the 1981-82 year and computed a figure of 674 ambulances for insurance pur- 
doses. We were unable to find a reasonable explanation for the difference be- 
‘ween our figure and the 747 ambulances shown on the insurance premium notice. 
We recommended that the figure of 747 ambulances for insurance purposes be re- 
viewed for accuracy and the insurance adjusted if necessary. The difference of 73 


ambulances indicated an apparent excess premium of about $20,000. 
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CENTRAL AMBULANCE DISPATCH CENTRES 

The ASB is presently in the process of providing Central Ambulance Dis- — 
patch Centres (CADCs) in various areas of the Province. The basic function of — 
CADCs is that they dispatch and control a number of ambulance services, and 
therefore a more optimum use may be made of ambulances within a prescribed 
area. In addition, the Ministry believes that a more effective and efficient control 
will be established over the ambulance fleet as a whole. Estimated costs of about — 
$6 million will be incurred by the Ministry for fifteen new centres to be phased in 
over the next six years. 














Costs and Delays 


| 

The contract for the Kitchener Waterloo Centre was originally awarded in | 
August 1978 at a cost of approximately $196,000. After the award of the contract, _ 
it was found that additional equipment was required for the optimum operation of i 
the system. ASB indicated that this centre was the first to be installed and there- | 
fore it was a ‘‘learning stage’’ regarding the communications equipment required | 
for a dispatch centre. The cost of this extra equipment totalled approximately | 
$188,000. a 


However, we noted that other centres installed since that time, or in process 
of installation, show cost overruns of up to 50 per cent due to the need for extra 
equipment. We felt that more accurate forecasting of CADC costs is required. 


Delays are also being encountered in bringing these centres into operation. 
For example, a contract for the Niagara CADC awarded on March 23, 1979 stipu- 
lated a completion date of November 26, 1979. We were advised that due to pub- | 
lic opposition, the project was placed on hold. This centre is not now expected to 
become operational until March 1982. 


The contract awarded on March 23, 1979 was for equipment only in the 
amount of $235,010. Terms of payment under the contract were on a percentage 
basis, with 65 per cent payable when all material had been delivered, 15 per cent 
on completion of installation of all systems and 20 per cent upon final acceptance 
by the Ministry. However, payments as at April 1980, the last time a payment 
was made under the contract, totalled $223,260, representing 95 per cent of the 
contract price of $235,010. These payments were in excess of payments due 
under the terms of the contract. 


| We also noted that extra equipment in the amount of $131,000 was ordered 
during the 1980-81 fiscal year and this will be paid for as and when delivered dur- 
ing the 1981-82 fiscal year. : 


Another example of a delay in setting up a CADC and involving extra costs 
from those initially contemplated, is the Hamilton Wentworth Centre. A contract — 
was awarded in February 1979 for approximately $197,000. Extra costs totalled | 
$153,000. These amounts were paid to the contractor and the system was ex- 
pected to become operational by April 1980. However, major equipment prob- 


COMMENTS ON MINISTRY OPERATIONS 43 





_lems have delayed this system from becoming fully operational. The dispatching 
function for the Brant County Ambulance Service which operates within this 


_ CADC area, is still being performed by the City of Brantford for which ASB is 
currently paying $2,816 per month. 


OTHER 


Several anomalies were noted in the areas of fee for services expenditures 
_ and travelling expenses. Examples were as follows: 


—Persons are engaged by the training section of ASB on a fee for service 
basis to conduct the theory and practical Emergency Medical Care Assis- 
tant examinations and to assist in a consulting capacity on certain special 
projects. We noted a lack of formal agreements setting out the terms of 
employment and in cases where an agreement was on file, the actual 
hourly rate paid differed from the agreed rate. 





—Expenses of $260 were incurred to fly a person from Toronto to Ottawa to 
act as monitor at an Emergency Medical Care Assistant theoretical exam- 
ination in Ottawa on January 24, 1981. We felt that as arrangements for 
these examinations are made well in advance, a suitable person should 
have been used from the Ottawa area. 





| —The headquarters of a staff member who has been on the unclassified staff 
| since May 1977 as a special projects officer is Chatham. In October 1980 
| the position of Manager, N.E. Region, became vacant and this staff 
member was required to act in this capacity from October 8, 1980 to April 
16, 1981. This person travelled by air from Chatham to Sudbury each 
Tuesday and returned to Chatham each Friday. On many occasions this 
person was in Sudbury for only one and a half days each week as he was 
required to attend staff meetings in Toronto. Travel costs involved 
amounted to $8,000 to April 16, 1981 at which time this person suffered a 
severe heart attack. We suggested that a more logical use of staff could 
have avoided the excessive travel involved and improved coverage pro- 
vided for the N.E. Region. 


—During the period April 1, 1980 to March 31, 1981 the manager of the 

Eastern Region was required to visit ASB Toronto to attend various staff 
) and other meetings. Travel costs in this regard amounted to approximately 
| $10,000, and it was noted that on a number of occasions meetings were 
| only two days apart. 


As a result, we recommended that accurate documentation should be ob- 
tained to support payments made to persons engaged on a fee for service basis. 
Additionally, consideration should be given to a more economic scheduling of 
head office meetings to effect a reduction of the numerous trips made by Regional 
Managers to Toronto. 


| 
| 
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The foregoing observations and recommendations were reviewed in draft 
form with officials of the Ministry. However, since no formal memorandum had 
been issued as at September 30, 1981, the date of this Report, we were unable to 
present the Ministry’s views on the subject matter. 


2.17 Improvements in Affirmative Action Program Delivery Recommended, 
Women Crown Employees Office, Ministry of Labour. The Women Crown 
Employees Office (WCEO) was established in 1974 to implement the recommen- 
dations of the 1973 Green Paper ‘‘Equal Opportunity for Women in Ontario: A 
Plan for Action’’, insofar as it was related to improving the status of women em- 
ployed in the Provincial Government. The WCEO works closely with Manage- 
ment Board of Cabinet and the Civil Service Commission in matters related to the 
Government’s Affirmative Action Program for women Crown employees. 


The costs of the Affirmative Action Program include not only the expendi- 
tures of the WCEO, but also direct and indirect resources allocated by ministries 
and agencies. For 1980-81, the reported expenditures were $2.15 million. 


OBJECTIVES OF AFFIRMATIVE ACTION PROGRAM 


The long term objective of the Affirmative Action Program is to raise the 
level and diversify the occupational distribution of women Crown employees as 
tangible evidence of their obtaining equal opportunity. More specifically, the 
Managing by Results (MBR) abstract submitted by the WCEO for 1981-82 states 
the objective in the following terms: 


‘“That women will achieve a minimum representation in all modules and 
categories of 30 per cent by the year 2000 and that each year their repre- 
sentation in under-represented categories and modules will be raised and 
diversified according to numerical planning targets.”’ 


The objective may be considered as: 


1) A long term objective of 30 per cent representation in all modules and 
categories by the year 2000; and 


2) Short term (annual) objectives in terms of priority hire/promotion nu- 
merical targets, and accelerated career development commitments. 


Of 28,300 women, ministries reported that over 1,400 (5 per cent) received 
accelerated career development in 1980-81. The estimate had been 2.9 per cent. 


Our major comment on the statistical indicators provided by the 1979-80 An- 
nual Report on the Status of Women Crown Employees with respect to classified 
employees on a service wide basis, was as follows: 


There were three modules/categories for which 30 per cent representation by 


ce would seem to be an unrealistic goal, as illustrated by the following 
table: 





i 
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No. of Employees Women as a 

Male | _— ~—Female Percentage 
Technical module 1,604 34 85 | 
Maintenance services category 6,176 200 Say 
Law enforcement category _ 4,012 76 Me 
Liye 310 2.6 
Other modules and categories (13) 28,877 28,030 49.3 
40,669 28,340 41.1 











We did not fully understand the logic of having a 30 per cent objective ap- 
plicable to all modules and categories. Although we were informed that the 30 per 
cent level is a goal which will be reconsidered periodically, we felt it is impracti- 
cal, since it does not distinguish between modules and categories which currently 
have widely different female representation. 


We recommended that consideration be given to restating the long term ob- 
jective in terms more closely related to estimated availability, i.e., representation 
in each occupational group should approximate the proportion of women qualified 
and available over a reasonable period of time. 


METHOD OF ADMINISTRATION 


In light of the total costs of the Affirmative Action Program and the quasi 
central agency role of the WCEO, we questioned the economy of not having this 
government-wide program administered by the existing personnel organization. 
In this connection, we understood that the WCEO recognizes the idealism of 
phasing itself out as soon as sections of the Manual of Administration introduced 
in 1980 dealing with Affirmative Action are fully implemented and tested. 


We recommended that, in due course, the achievements of the program in 
terms of its total costs be reviewed with a view to having the program adminis- 
tered through the normal personnel structure of the Government. 


AFFIRMATIVE ACTION PAMPHLETS 

In some ministries, the Affirmative Action program managers prepare and 
_ circulate pamphlets on affirmative action matters. To some extent, these pam- 
_ phlets duplicate or repeat material which has been issued by the Women’s 
Bureau, such as the Women in the Labour Force factsheets. The Director, WCEO 
informed us that the pamphlets give the managers an opportunity to personalize 
their programs. While we did not dispute the need for this distinctive quality, we 
were concerned that, on occasion, some of the ‘‘facts’’ included in the pamphlets 
may inadvertently be misleading, inaccurate or outdated. For example: 


In addressing the ‘‘myth’’ that ‘‘ Women work only for ‘pin money’ and lux- 
uries’’, a pamphlet published by one ministry in October 1980 stated the re- 
ality as: 
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‘‘In 1975, 36.8 per cent of the three milion women in the labour 
force were working because of pressing economic need.’’ 


A logical conclusion for the reader of this statement might be that 63.2 per 
cent of the women were working for reasons other than pressing economic 
need. 


The statement also seems to have combined an Ontario percentage with an 
all Canada total and may have been partly derived from a factsheet which 
said that: 


‘‘In Ontario, 36.8 per cent of the female labour force in March 
1975 were single, divorced or widowed. Self-supporting women 
such as these work out of necessity, not for pin money.”’ 


Another ministry’s pamphlet published in December 1979 refuted the same 
‘‘myth’’ as follows: 


‘‘In 1971, nearly half of the three million women in the labour 
force were working because of pressing economic need.’’ 


Additionally, we questioned the appropriateness of repeating any universal infor- 
mation in a pamphlet purportedly dealing with affirmative action in a particular 
ministry. 


Another example: 


In addressing the ‘‘myth’’ that ‘‘Women are less well educated’’, the same 
pamphlet stated the reality as follows: 


‘‘The median level of education of Canadian women is actually 
higher than that of men. More women finish high school than 
men. 


‘‘An additional 10.1% of women and 4.6% of men have post-sec- 
ondary, non-university training, and 6% of women and 9.1% of 
men have completed university.”’ 


What the pamphlet did not explain is that a detailed examination of statistics 
would show women enrol primarily in Arts programs at universities, or train 
at community colleges for traditional female occupations and that technical 
education is still dominated by men with women clustered in the clerical oc- 
cupations. 


To improve the validity of ministry pamphlets, we recommended that: 


1. Pamphlets be designed primarily along career profile lines so as to illus- 
trate and engender interest in the careers available in the ministry. 


2. Pamphlets be reviewed (vetted) by the WCEO prior to publication. Wher- 
ever possible, the sources for statistical data and contentious statements 
should be quoted. 


The Deputy Minister subsequently replied as follows: 
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OBJECTIVES OF AFFIRMATIVE ACTION PROGRAM 


“The Ministry intends to refine the long term goal statement as im- 
proved data on turnover and internal and external availabilities are 
derived from the yearly hire/promotion targeting system. This improved 
data base may enable the Ministry to apply different goal achievement 
levels to the various categories and modules. 


‘The logic of having the long term 30% goal statement apply to all 
categories and modules derives from the method of calculation which 
must, in keeping with sound program evaluation principles, be based 
on data which are available and reliable. The data available to the 
Ministry in projecting long term program achievement levels were his- 
torical statistics on hires and promotions by group, category and 
module. The existing data base was used at the category/module level 
to calculate achievement over periods of 10, 20 and 30 years, factoring 
in progressive improvement estimated to result from internal training 
and external factors such as improved representation of women at com- 
munity colleges and universities. 


‘The principle that the goals and objectives of the Affirmative Action 
Program should be set on the basis of the availability of women to fill 
jobs is fundamental to the Directive. The annual hire/promotion target- 
ing process is based on female availability and projected vacancies. Ac- 
tual achievements of program results are estimated on a yearly basis. 
The long term goal statement was chosen by the government with the in- 
tention of providing a progressive level of achievement to work 
toward.”’ 


METHOD OF ADMINISTRATION 

“When the Affirmative Action Program was set up, the government es- 
tablished the policy that corporate implementation would be achieved 
by a separate organizational unit which could act as a catalyst for 
bringing about the desired level of change. This decision was based on 
the evidence that the existing personnel function was not capable of 
bringing about the systematic changes required to achieve equal oppor- 
tunity for women without the catalystic support of a separate organiza- 
tional unit with appropriate expertise in affirmative action. 


“Notwithstanding this policy, the Ministry operates from the premise 
that when the government is satisfied with the level of results being 
achieved, e.g., through hire/promotion targets and accelerated career 
development, eventual integration will be appropriate. To that end, the 
Ministry has taken steps to prepare for this by integrating the planning 
and evaluation aspects of the program into existing management pro- 
cesses at the corporate and ministry levels. Two examples of this are 
that MBR approvals are tied to the Estimates process and program 
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evaluation is tied to the General Management Report to Cabinet. This 
decision has been reviewed and re-confirmed during subsequent 
changes to the program. The organizational placement of the Affirma- 
tive Action Program in each Ministry and Crown Agency is the prero- 
gative of the Deputy Minister and Agency head with due regard to 
achievement of the program’s objective. 


“The Audit Report did not indicate how economies could be achieved 
through administration by the ‘normal personnel organization’ . If the 
government's policy on Affirmative Action for women in the public ser- 
vice is to be carried out, resources will continue to be allocated for that 
purpose until desired results are achieved. Placing the program, cor- 
porately or within ministries and agencies, within the ‘existing person- 
nel organization’ will not therefore achieve savings.’’ 


AFFIRMATIVE ACTION PAMPHLETS 


‘The recommendation that ministry pamphlets be limited to informa- 
tion about careers in the Ministry, disregards the need for the program 
to raise the level of awareness of all employees regarding the status of 
women in the Ontario Public Service and the need for and objectives of 
affirmative action. Career information by itself will not provide suffi- 
cient motivation to interest women in career changes. Information such 
as advertisements for accelerated career development initiatives, staff 
training workshops and affirmative action program achievements may, 
coupled with career information, attract women to job areas where they 
are under-represented. 


‘The recommendation that the Women Crown Employees Office should 
vet pamphlets prior to publication will be discussed with Ministries and 
Agencies to determine whether publication guidelines should be devel- 
oped. It is not within the mandate of the Women Crown Employees Of- 
fice to vet the publications produced by Ministries and Agencies. The 
Ministry must carefully assess the advantages to be gained by vetting 
publications against the disadvantages which might result from this 
shift toward centralization and control.’’ 


2.18 Potential for Duplication of Effort and Performance Appraisals, 
Women’s Bureau, Ministry of Labour. 
lished in 1963 to improve the status of women in the labour force through research 
and public education, and by encouraging the utilization of labour legislation and 
identifying labour force issues. The Bureau has three sections—Affirmative Ac- 
tion Consulting Service, Research and Information and Community Outreach. 


Expenditures of the Bureau for the 1980-81 fiscal year were $586,000. 


The Women’s Bureau was estab- 
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POTENTIAL FOR DUPLICATION OF EFFORT 


The Women’s Bureau works closely with the Ministry’s Employment Stan- 
_ dards Branch and the Ontario Human Rights Commission. For example, the 
Bureau is actively involved in the equal pay program in a counselling, advisory 
and monitoring role and the Director co-chaired the steering committee along with 
the Director of the Employment Standards Branch. The Director also participated 
in the equal pay media campaign which was funded at a cost of $473,000 by the 
Employment Standards Program. To some extent, the roles of the Employment 
Standards Branch and the Ontario Human Rights Commission, which are derived 
from legislation, overlap the role of the Women’s Bureau (i.e. to improve the 
status of women in the labour force). The 1980-81 Estimates description of the 
Employment Standards Program in part is ‘‘to promote actively the adoption of 
socially desirable terms and conditions of employment’’ while the description of 
the Human Rights Commission Program in part is ‘‘to protect individuals from 
discrimination in employment’’. 


Externally, the Bureau has established liaison with Federal government 
bodies such as Canada Employment and Immigration, Secretary of State and the 
Women’s Bureau of Labour Canada and with the Women’s Bureaus in other 
provinces. With respect to the Canada Employment and Immigration Commission 
(CEIC), the Director, in February 1980, reported certain jurisdictional difficulties 
concerning affirmative action: 


‘‘The establishment and activity of a federal affirmative action consulting 
service is having an increasingly severe effect upon the operations of the pro- 
vincial service. 


‘By approaching the major employers in Ontario and encouraging them to 
implement affirmative action programs, the federal agency is duplicating the 
pattern of contact established and followed by the Women’s Bureau service 
over the past five years. 


‘“The result is increasing confusion on the part of the employers as they de- 
tect conflict between the federal and provincial governments. . . .”’ 


Following negotiations, letters of agreement were exchanged in December 1980 
whereby (in part): 


1. The CEIC will invite companies with federal government contracts of 
more than $200,000 to use the services available through CEIC unless the 
companies disclose involvement already with the Ontario Women’s 
Bureau Consulting Service; 

2. When CEIC affirmative action consultants make contact with provin- 


cially-regulated employers not having a contract with the federal govern- 
ment, the same procedure regarding disclosure of involvement with On- 


tario applies; 
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3. The Ontario Women’s Bureau Consulting Service agreed not to initiate 
contact with federally-regulated employers; and 


4. The Ontario Women’s Bureau consultants will advise employer clients of 
the availability of the in-depth consultative service of the CEIC. (The 
CEIC service differs from that of the Women’s Bureau in that federal 
consultants offer technical assistance to employers, offering to work at 
the employer’s premises, and accumulate and analyze data.) 


In concluding the agreement, the Deputy Minister noted his understanding 
that ‘‘the two programs are complementing each other and that our respective 
staffs are cooperating and are continuing to carry out dialogue when appropriate. I 
am pleased, as I am sure you are, that a workable understanding that avoids dupli- 
cation has been reached.’’ 


While we were reluctant to criticize the arrangements with the CEIC, we felt 
that, although technically complementary, the two programs taken together are an 
inefficient and uneconomical way of achieving similar objectives and will only 
continue to be a source of confusion to employers. In this connection, some 
thought has been given by the Bureau’s Consulting Service to a change in strat- 
egy. We recommended that any change in the nature of the Bureau’s activities be 
carefully considered in the light of: 


1. The enforcement and promotional roles assigned to other Ministry 
branches; and 


2. The emergence of the federal presence in a consulting service capacity. 


Of interest also, in relation to the Bureau’s advisory role, is the mandate of 
the Ontario Status of Women Council. As revised by Order in Council in May 
1979, its mandate in part is: 


‘“To advise the Government of Ontario, through the Provincial Secre- 
tary for Social Development, on matters pertaining to the status of 
women . . 


‘To evaluate and monitor existing legislation, policies and programs 
related to the needs and status of women. . . 


9° 


‘“To consult with groups. . 


The Director of the Women’s Bureau pointed out, however, that whereas the 
Council looks at all aspects relative to the status of women, the Bureau concen- 
trates on the status of women in the work place. 


In summary the Director does not accept that there are significant elements 
of duplication or overlap in jurisdiction and considers the field (status of women) 
to be *‘under-resourced’’ if anything, in relation to the large number of employers 
in Ontario. Nevertheless, in view of: 


1. The Bureau’s length of tenure—established in 1963, and 
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2. The number of other government bodies and branches having interests in 

the status of women, 


we recommended that consideration be given to critically examining the role of 
the Women’s Bureau in the context of potential for duplication of effort. 


PERFORMANCE APPRAISALS 


One means of ensuring accountability and efficiency of staff performance is 
the performance appraisal process. We found that performance appraisals for the 
staff of the Women’s Bureau had not been prepared since February 1979. How- 
ever, the Director has a revised form under consideration and intends to have ap- 
praisals completed regularly in future. We found the failure to have had perfor- 
mance appraisals completed regularly surprising, since the Bureau in 1978 
_ published a booklet on performance appraisal for distribution to employers. The 
booklet noted that regular, accurate performance appraisal is basic to any effec- 
tive affirmative action plan. 


The Deputy Minister responded to our recommendations as follows: 


POTENTIAL FOR DUPLICATION OF EFFORT 


1. “The involvement of the Women’s Bureau with those branches of the 
Ministry of Labour which enforce legislation is of a complementary 
rather that a duplicating nature. The Employment Standards Branch 
and the Ontario Human Rights Commission have specific mandates 
to enforce legislation. While they ‘promote actively the adoption of 
socially desirable terms and conditions of employment’, the govern- 
ment has not assigned to these branches the mandate to ensure that 
the specific and unique needs of women are addressed. Rather, this 
mandate has been assigned to the Women’s Bureau, which provides 
information and counselling which is not available through the other 
branches, or refers clients to enforcing agencies, if appropriate. 


2. “The report notes that while the arrangements with Canada Em- 
ployment and Immigration Commission regarding affirmative action 
consultation are ‘technically complementary, the two programs . . . 
are an inefficient and uneconomical way of achieving similar objec- 
tives and will only continue to be a source of confusion to employ- 
ers’. Not only does this recommendation disregard both fact and ex- 
perience, but it appears to have been made without substantiation. 
The agreement negotiated between the Women’s Bureau and Can- 
ada Employment and Immigration Commission, and approved by 
the respective Deputy Ministers, was made in response to the iden- 
tification of the potential for duplication; the agreement eliminates 
this possibility. It is within provincial jurisdiction and, indeed, it is 
the responsibility of the government of Ontario to address the needs 
of its labour force, with the exception, of course, of that segment 
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which is federally regulated. The emergence of the federal govern- 
ment in the field of affirmative action cannot alter that responsibil- 
ity. 

3. ‘No relevant conclusions can be drawn from the fact that the 
Women’s Bureau has been in existence since 1963. The continuing 
need for the Women’s Bureau will, presumably, depend upon the 
Government's assessment of the Bureau’s success in fulfilling its 
mandate. 


4. “The role of the Women’s Bureau with regard to the status of 
women is separate and distinct from that of other branches in the 
Ministry of Labour and other programs and agencies of other minis- 
tries and governments. The Ontario Status of Women Council, for 
example, consists of appointed members of the public who may re- 
spond to any aspect of the status of women such as battered wives, 
etc. The Women’s Bureau concentrates on employment issues (and 
provides internal support to Government).’’ 


The Deputy Minister’s reply did not address our comments regarding ‘‘Per- 
formance Appraisals’’. 


2.19 Matters Related to Efficiency of Technical Services Division, Ministry 
of Municipal Affairs and Housing. The Technical Services Division of the 
Ministry provides consultative services to assist and advise the Ministry, its 
Crown agencies and various municipalities in providing rental accommodation for 
low and modest income groups. For the fiscal year 1980-81 gross expenditure for 
this Division was approximately $3.5 million (1979-80 $3.2 million), consisting 
mainly of employees’ salaries, wages and benefits. 


STAFF COMPLEMENT AND WORKLOAD 


Our review of the organization of this Division indicated that the workload of 
the Construction Section of the Chief Engineer’s Branch has been reduced due to 
a decrease in the construction of Ontario Housing Corporation rental units. We 
noted that the Ministry has not recruited construction inspectors since 1975 and 
has since reduced its staff from 37 to 21. According to the Executive Director of ~ 
the Division, the planned 1981-82 workload will require 17 inspectors, leaving 


four inspectors surplus. Inspectors in this section earn an average salary of 
$27,000 a year. 


We were informed that there were new private non-profit and cooperative 
housing programs being introduced, and that there was considerable uncertainty 
as to which level of government would be responsible for these programs. 
Throughout 1980, there were strong indications that administration of these pro- 
grams would be transferred from the Canada Mortgage and Housing Corporation 
to the Ministry. Had this transfer occurred, the present inspection staff of 21 in the — 
Construction Section would not have been sufficient to provide the inspections re- 
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_ quired to meet the Ministry’s responsibilities in this area. Hence, the Ministry re- 
tained surplus complement to meet this possible need. Since it subsequently has 
_ been determined that these programs will not be transferred to the Ministry, we 
recommended a review and adjustment of the complement and staff in relation to 
the workload in order to improve administrative efficiency and economy in the 
branch operations. 


REVIEWS OF TECHNICAL DOCUMENTS 


The Division reviews technical documents for the Municipal Non-Profit 
Housing Program. Under this program, non-profit companies are required to 
comply with certain procedures. However, we were informed that the procedures 
are not always carried out satisfactorily by these companies. This has resulted in 
the Division having to conduct as many as eight additional reviews of technical 
documents per project. A contributing factor was stated to be a lack of direct com- 
munication between the municipalities and the Ministry which resulted in unnec- 
essary paper work and consequently an inefficient use of manpower. 


MANAGING BY RESULTS REPORTS 


We noted that the Ministry had not prepared Managing by Results (MBR) re- 
ports for the Division for the last two years. We were informed that the prepara- 
tion of the MBR reports was postponed until the non-profit and cooperative hous- 
ing programs were in place and the question of lead agency resolved. As this 
matter had been resolved at the conclusion of our audit in April 1981, we under- 
stood that the Ministry was currently developing an MBR style report for submis- 
sion to Management Board. 


The foregoing comments were included in our memorandum of September 
11, 1981 to the Ministry. We have no record of a reply as at September 30, 1981, 
the date of this Report. We are, therefore, unable to present the Ministry’s views 
on the matters raised. 


2.20 Systems and Other Deficiencies re Payment of Ontario Pensioners 
Property and Sales Tax Grants, Ministry of Revenue. ‘The Ontario Pen- 
sioners Property Tax Act came into force on July 1, 1980, authorizing the pay- 
ment of property tax and sales tax grants to senior citizens. For the 1980-81 fiscal 
year, the total of such grants was $268.2 million. 


FILING AND RETRIEVAL SYSTEM—APPLICATIONS AND OTHER DOCUMENTS 

During the months of August and September 1980 the Ministry mailed appli- 
cation forms to approximately 770,000 persons who were considered eligible for 
benefits under the Act. The mailing list was based on information obtained from 
the Department of National Health and Welfare (Canada) and the Ministry of 
Community and Social Services. Completed applications were subsequently re- 
ceived from approximately 560,000 applicants for benefits. 
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The first procedure performed on these applications in the Ministry was a 
visual review for completeness. Prior to data entry, the applications were assem- 
bled in batches of 100 and a number assigned to each batch and item. 


Our review of the system for handling the applications revealed that they 
were not date stamped on receipt or filed in any systematic way, such as by termi- 
nal digit, Old Age Security (OAS) number, Social Insurance Number (SIN) or 
Ministry assigned number. We felt that this could result in inefficiencies when a 
certain application had to be found to answer an inquiry. 


Similar problems were noted in connection with the handling of those appli- 
cations which were rejected during data entry. Also, information contained in 
master files is maintained on micro fiche and it takes considerable time after each 
run before the fiche is made available to staff. 


We found that internally generated documents such as copies of letters to 
pensioners, journal entries affecting the grant amount, address changes were not 
filed with the pensioners’ applications. These documents were stored separately 
and filed alphabetically in the case of correspondence, and by terminal digits of 
the plan number (which may be either SIN or OAS number) for journal entries. 


We therefore recommended that all documents pertaining to a grant payment 
be interfiled with the application and that the applications for 1980 and future 
grants be maintained for each pensioner in a separate file. 


COMPUTERIZED ACCOUNTING SYSTEM 

The main computer system will, upon request generate applications, com- 
pute amounts for eligible grants and issue cheques in payment thereof. It will also 
make adjustments to the master file by setting up overpayments, recording pay- 
ments received and will link accounts. During our review we observed that the ac- 
counts receivable transaction details list reported incorrect balances. These oc- 
curred when overpayments were either wholly or partially recovered from 1981 
interim grants, with the result that the interim grant, instead of being deducted 
from the receivable amount, was added thereto. Other errors also occurred when 
the Ministry attempted to make adjustments to the accounts. 


An additional systems error was noted when interim cheques sent out for the 
1981 grant were returned and cancelled. In these cases the system generated and 
mailed a second cheque, even though there was no entitlement. A further error in 
the system occurred when cheques were issued in response to urgent requests 
from applicants. These cheques were issued from the Advance Account of the 
Guaranteed Income and Tax Credit Branch. However, when the journal entry in- 
troducing the payment made out of the Advance Account was processed on the 
Same run as the pensioner’s application, a computer generated cheque was also 
sent to the pensioner. The faults in the system should be corrected. 
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RECONCILIATION OF INPUT TO OUTPUT 
At the time of our review, the Ministry did not reconcile any of its input to 
the output for these grants. Requisitions were signed on the basis that the amount 
appearing on the computer reports was correct. The total number of records paid 
and the total dollar value had not been checked. During our review we also noted 
_ that some journal entries entered into the computer were not accounted for by the 
output. This is a serious weakness in the computer system, as all accounting infor- 
mation in relation to grant payments is maintained on the computer. We therefore 
recommended that all input be reconciled with output, and discrepancies followed 


up. 


COMPLIANCE WITH APPLICATION FORM 


The Ministry has prescribed the format and content of the ‘‘Application for 
the Ontario Pensioner Property Tax Grant’’. The Application provides that among 
other information the applicant ‘‘must provide rent receipts’’. During our review 
of a random selection of applications, we noted that this form was not properly 
completed or did not have the necessary rent receipts attached in over 40 per cent 
of the applications we reviewed. 


We recommended that the Ministry ensure its prescribed form is complied 
with, and information supplied is sufficient to determine eligibility and the 
amount of a grant to be paid. 


RECORDING OF ACCOUNTS RECEIVABLE 


The staff in the Accounts Section of the Guaranteed Income and Tax Credit 
Branch is responsible for recording any property tax grant overpayments identi- 
fied. The Branch analysts are to provide staff in the Accounts Section with a copy 
of the letter forwarded to the pensioner in which a refund for the ineligible grant 
was requested. The accounts staff is to prepare the computer input documents for 
the recording of overpayments. In addition, overpayments are also recorded on a 
manual card system. During our review we found that it was not possible to rec- 
oncile the accounts receivable, as many of the copies of letters sent by the analysts 
had not been received in the Accounts Section. Therefore, accounts receivable in 
this category were recorded neither on the computer system nor the manual sys- 
tem. 


Interim property tax grants were paid in 1981. We noted that overpayments 
related thereto were not recorded in the system, since a directive was issued to 
staff stating that overpayments not be set up until the pensioners filed their 1981 
applications for property tax grants. 


We did not concur with the procedures adopted, as persons residing in insti- 
tutions in 1980, who have filed a grant application for that year will likely do so 
again. In addition, persons who made errors in their taxes or rent reported for 
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1980 may do so again for 1981. Persons having partial entitlement in 1980 before 
being admitted to an institution, who have been identified as being overpaid, 
should not have been paid an interim grant. 


We also noted that persons overpaid as a result of having received two sales 
tax grants were not requested to refund the money, nor were these overpayments 
recorded. All overpayments should be formally recorded so that recovery can be 
facilitated. 


DETERMINATION OF OVERPAYMENTS 

The Benefits Control Section, which is separate from the Guaranteed Income 
and Tax Credits Branch’s operations, is required to review payments for compli- 
ance with the Act and to identify those payments which were made to ineligible 
persons. The Section is comprised mainly of tax auditors. We ascertained that, by 
August 21, 1981, the Section had identified in excess of $1.3 million of property 
tax grant payments made to pensioners who were not eligible. 


Under the system the Section is to record all overpayments found on a form 
called an Audit Worksheet. Subsequently, the Worksheet together with the pen- 
sioner’s file is forwarded to the Operations Section of the Branch. Before request- 
ing a pensioner to refund the overpayment, analysts, who are clerical staff in the 
Operations Section, check the work performed by the Benefits Control Officers. 
Our audit disclosed that on several occasions the analysts reversed or reduced the 
overpayment computed by the Tax Auditors, and that there was no reconciliation 
between the overpayments reported to management by the Benefits Control Sec- — 
.tion and overpayments recorded in the Accounts Receivable Records of the Min- 
istry. 

It should not be necessary for clerical staff to check the Benefits Control Of- 
ficers. Therefore, we recommended that Benefits Control Officers be made re- 
sponsible for their audits, the preparation of computer input documents setting up 
the overpayments and that the Benefits Control Section perform a reconciliation 
for overpayments identified during audit and ultimately recorded as Accounts Re- 
ceivable in the accounting records of the Ministry. 


The foregoing matters were reviewed with officials of the Ministry. How- 
ever, no formal memorandum had been issued as at September 30, 1981, the date 
of this Report. Therefore, we are unable to present the Ministry’s views on the 
subject matter. 


2.21 Comments and Recommendations re Experience Program, Provincial 
Secretariat for Social Development. The Experience Program provides a vari- 
ety of positions for youth in government ministries and community agencies dur- 
ing summer months. Established in 1973, the Program is coordinated by the On- 
tario Youth Secretariat which has responsibilities in the areas of program design, — 


program promotion and the allocation of funds and positions to participating min- 
istries. | 
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Youth enrolled in the Program receive the Provincial minimum wage which 
has been adopted in order to maximize the number of positions. In 1980, the Ex- 


perience Program provided approximately 10,450 jobs at a budgeted cost of $13.5 
~ million. 


Twenty-four ministries participated in the 1980 Program (entitled Experi- 
ence ’80) through eighty-nine programs of various types, either by hiring youth 
directly or by providing funds to associated agencies. 





OBJECTIVE OF THE EXPERIENCE PROGRAM 


| As stated in the 1981-82 Estimates submission, the objective of the Experi- 
| ence Program is to provide: 





“for Ontario youth, the maximum number of career related employment op- 


portunities in Government ministries and associated agencies.”’ 


From other documents and literature, we found that, in varying importance, 
the Program is intended to: 


1. Reduce youth unemployment during the summer—and also provide 
funds for youth to continue their education: 


2. Help youth acquire basic work experience—for improved employability 
| and improved career awareness and choice: 
| 


3. Help youth acquire career related skills suitable to the labour market for 
improved employability; and 


4. Contribute to ministry and agency objectives and provide expanded ben- 
efits to communities. 








Educational and geographical distributions are considered in allocating the posi- 
tions, and emphasis is placed on opportunities for handicapped and disadvantaged 
youth. 


| We recommended that the Secretariat endeavour to amplify the Program ob- 
Jective formally in terms of the intended effects and in terms of results and time 
frames which can be directly and precisely related to those effects. The expanded 
terms should be clearly set out in the Estimates or Managing by Results submis- 
sions in order of their priority as determined by policy decision. 


i 
, 


EVALUATION OF EXPERIENCE PROGRAM 


Management Board of Cabinet, during its review of the 1980-81 Estimates 
for the Experience Program, agreed that the Ontario Youth Secretariat should 
have the program evaluated and requested that the results be reported to the 
Board. Accordingly, in February 1980, the Secretariat contracted to have a re- 
view of the program completed. The invitation for proposals, in describing the 
Scope of the review, referred to the measurement of employee and employer re- 
lated objectives and noted that the primary purpose of the review was: 
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‘tg determine whether the program is providing young people with career 


related work experience.”’ 
In this respect, the Secretariat wished to determine: 
‘‘whether the employees acquire job skills, 
‘‘whether these skills are transferable to the private sector and 


‘‘whether such experience assists them in securing full-time employment in 
the private sector.”’ 


The methodology for evaluation of the program involved telephone con- 
ducted surveys of samples from three summer-employed youth populations: 


A. Participants in the 1979 Experience Program; 
B. Rejected applicants of the 1979 Experience Program, and 


C. A cross-section of students at the secondary and post-secondary levels, 
representative of the proportion from each level who participated in the 
1979 Program. 


A copy of the evaluation report was forwarded to the Secretary, Management 
Board of Cabinet in July 1980 and findings of the evaluation were referred to ina 
February 1981 report to Management Board on the 1981-82 Estimates for the 
1981 Experience Program. In our opinion, these references were somewhat mis- 
leading, insomuch as they dealt only with the positive findings, as illustrated by 
the following quotations. The Estimates submission noted that: 


‘Evaluation concluded that the Experience Program has a considerable 1m- 
pact on career awareness for participants.’’ 


‘*A substantial majority of participants indicated that they acquired or im- 
proved career-relevant skills. 


‘‘Experience ’79 tended to confirm the career path of participants and had 
some effect on their education plans.’ 


The results compiled from the surveys, however, did not indicate significant dif- 
ferences among the three groups in these aspects and the evaluation summary 
noted that: 


‘‘As for providing career related work experience, participants certainly felt 
that they had acquired new skills or improved existing skills as a result of the 
Experience ’79 job. Actually, the majority of students in all three samples re- 
ported such an effect for their summer job, but the skill acquired or improved 
for participants was slightly more marked than for the cross-section of stu- 
dents.”’ 


‘“When asked whether ‘these skills will be important in your current or long- 
term career plans’, the pattern of responses did not differentiate the partici- 
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pants from the rejected applicants; Participants, at both the secondary and 
post-secondary levels, were a little more inclined than the cross-section to 
see an improvement in skills.’’ 


and 


| ‘‘The majority of the three samples did not think that the work experience 
| they had in the summer of 1979 had any effect on their career plans, but par- 


| ticipants were more inclined to see such an effect (35%) than either of the 
other groups.’’ 


| Furthermore, the Estimates submission did not refer to two of the key program 


“outcomes which we quoted earlier as being germane to the primary purpose of the 
_Teview: 


| 1. Whether the job skills acquired are transferable to the private sector. 


The evaluation summary noted that there appeared to be no major effects 
of the program on creating skills transferable to the private sector, apart 
from “‘people skills’? mentioned by the post-secondary participants. 


2. Whether the experience assisted participants in securing full-time em- 
ployment in the private sector. 


| The evaluation summary reported that there were no differences among 
| the three samples in their perception that the experience gained on the job 
improved their chances of getting a summer job or a permanent job. 


Accordingly, we recommended that in future, results be reported through the 
_ Estimates process in a manner designed to fairly and succinctly cover all the basic 
“issues. 


MISCELLANEOUS EXPERIENCE EXPENSES 


Towards the end of each summer, the Secretariat publishes a newsletter for 
‘distribution to ministries and the participants. We were told by a regional coordin- 
ator in one ministry that the 1980 newsletter had not been received until after most 
of the Experience youth had completed their term of employment. Consequently, 
‘the copies received for a major ministry program were discarded. 


For the 1981 Experience Program, the Secretariat purchased and distributed 
‘sun visor caps for all participating youth as an awareness and promotional mea- 
‘sure. During visits to ministries, we encountered some adverse reaction to the dis- 
tribution of the caps. For some individual programs, employees are required to 
wear hard hats on the job and in many programs employees work in offices. 
| While the expenditures for these items were not significant relative to the 
overall Program costs (approximately $10,800 for the newsletter and $26,400 for 
the caps) we suggested that the timing and need respectively for these items be ap- 
praised for future years. 


| 
| 
| 
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REVIEW OF SELECTED MINISTRY PROGRAMS 

We reviewed the operations of four major and four minor Experience pro- 
grams at the Ministry level. These eight programs accounted for approximately 60 
per cent of the positions available in the 1980 and 1981 Experience programs. The 
comments which follow cite examples of projects which we felt were not appro- 
priate to the objectives and guidelines of the Experience Program. 


Reduction of Youth Unemployment 

The guidelines for the Program require that Experience employment must be 
in addition to the contract positions normally provided by ministries during the 
summer months. 


We found that positions both within ministries and in funded agencies did 
not meet this requirement. In effect, therefore, youth unemployment is not always 
reduced proportionate to the numbers of youth hired under the Program. 


—Examples of positions which probably would have had to be filled regard- 
less of Experience funding were: 


e replacements for vacationing clerical staff, 

swimming instructor for a campers’ association, 

camp sports and cultural instructors, 

tennis instructors, 

park and woodlot attendants at Provincial parks, 

mail and messenger service for ministry offices, and 
over the counter service, collating and stapling material. 


We therefore recommended conformity to the guidelines requiring that Ex- 
perience positions be in addition to the contract positions normally provided dur- 
ing the summer months. 


Work Experience 

Although most Experience positions undoubtedly provide basic work experi- 
ence, many seem to have a weak relationship to improved employability, im- 
proved career awareness or helping youth acquire career related skills (see Objec- 
tive of the Experience Program). Examples of positions which we did not deem to 
be career related were as follows: 


—A school board received funding to hire ten students to apply bar code 
labels on school library books; 


—A veterinary student reported that ‘‘I was expected to spend considerable 


amounts of time cleaning kennels, feeding animals and cleaning the 
clinics: 2 


—Garbage pick-ups, cleaning, facilities repair and painting. 


In some cases Experience objectives were kept in mind when developing 
guidelines for programs and/or projects. However, with the exception of the Min- 





| 
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istry of Agriculture and Food program for veterinary students, we did not find 
_ Solid evidence that career related experience was considered as a major factor in 


determining whether or not to approve projects. 


We therefore recommended that ministries develop criteria to avoid employ- 
ment of Experience youth in task oriented jobs. 


_ Contribution to Ministry and Agency Objectives 


As already noted (Objective of the Experience Program), the Program is in- 


tended to contribute to ministry and agency objectives and provide expanded ben- 
efits to communities. 


Particularly in a Ministry of Culture and Recreation Experience program, we 


_ observed a serious imbalance between these objectives and the objectives of help- 
_ing youth acquire experience and skills leading to improved employability. Two 


examples of projects illustrate our point: 


1. A municipality received funding to hire four young people to: 


(a) provide active programming of basketball, volleyball, tennis, ping- 
pong, badminton. . . and 


(b) provide passive programming such as card games, pool, chess, 
checkers’: 


2. A community organization received funding to hire three young people to 
supervise activities described, in part, as follows: 


(a) teach arts and crafts, 


(b) going into the woods and teach children the beauty of nature and do 
some wild berry picking, and 


(c) help children in swimming, baseball and track and field. 


The project’s objectives were ‘‘to teach the children they can play (work 
and still have fun), sportsmanship, finish what they start, and be proud of 
their achievements. The roles of the youths to be hired will be to show 
punctuality, to show great interest in everything they do with the chil- 
dren, to take responsibility at all times, to report to supervisors whenever 
a problem should occur.’’ 


From a description, this project seemed to be designed mainly to benefit 
the children of the community rather than provide any useful work or ca- 
reer related experience to those employed. As it turned out, the organiza- 
tion was unable to find suitable young people to hire for the project, and 
instead hired community residents age 32 (two persons) and age 40 (one 
person). 


We recommended that the Ministry of Culture and Recreation Experience 


program 0701 be thoroughly assessed in the context of Experience objectives with 


‘a view to eliminating projects which are inappropriate to those objectives. Fund- 
| 
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ing for this particular program (dealing with citizenship development, cultural ac- 
tivities, heritage conservation and recreation) exceeds $2 million, and we felt a 
measure of economy could be achieved by elimination of unsuitable projects. 


The Deputy Provincial Secretary for Social Development subsequently re- 
sponded as follows to our comments and recommendations: 


OBJECTIVE OF EXPERIENCE PROGRAM 

“The objectives of the Experience program have expanded and evolved 
since the program was initiated. The current objectives of the program 
will be set out in more detail in a Management by Results submission to 
be presented to Management Board this year.’’ 


EVALUATION OF EXPERIENCE PROGRAM 


“The references to the evaluation of the Experience program in the 
February 1981 Report to Management Board were only a brief sum- 
mary of the main findings in the evaluation report. The Management 
Board Secretariat received a full copy of the report and was aware of 
all the findings. 


“While the differences between the three groups surveyed were not 
large in percentage terms, it is noteworthy that Experience participants 
consistently reported greater benefits from their summer employment 
than persons who did not take part in the program. Given that one 
would expect most summer jobs to provide positive benefits to the per- 
sons employed, the differences were certainly not insignificant. For ex- 
ample, 79% of Experience participants reported that they gained useful 
skills as compared to 73% of rejected applicants and 66% of the cross 
section (Volume III, page 29 of the evaluation report). A quote in the 
Evaluation Summary Report (page 11) makes clear the consultant’s 
views: 


‘Considering all the evidence together, it is clear that the program 
participants were different from others in career orientation. They 
were, for example, more inclined to select their summer job be- 
cause it was linked to a career goal or related to an educational 
program and not a high salary. Females were more satisfied than 
males with their summer job. Although participants did not feel 
that their permanent job prospects were improved by the experi- 
ence more of them reported that their 1979 work had an effect on 
their career path. This was to confirm the path that they were fol- 
lowing.’ 


‘The percentage of persons surveyed who indicated that their summer 
employment had an effect on their career plans may be a result of the 
manner in which the survey question was posed. Participants were 
asked ‘Do you think the work experience you had during the summer of 
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1979, that is, this past summer, had any effect on your career plans?’ 
In posing the question, it was not made clear that a confirmation of ca- 
reer plans was deemed to be an effect. This may well have led a consid- 
erable number of persons surveyed to give a negative response to the 
question.’’ 


MISCELLANEOUS EXPERIENCE EXPENSES 


‘The review of the 1981 Experience program will include an examina- 
tion of these items.’’ 


REVIEW OF SELECTED MINISTRY PROGRAMS 
Reduction of Youth Unemployment 


“In October 1979, Cabinet agreed that the Experience program should 
no longer distinguish between jobs which are deemed complementary to 
ministry's operations (experience-based) and those deemed to be com- 
pletely related to the objectives and operations of the ministry (task- 
based). 


“In view of this decision, there is no longer a distinction between the 
types of work which might be carried out under the Experience program 
and those carried out by other contract staff employed by the ministries 
during summer months. This action was taken in recognition of finan- 
cial restraints to insure that Experience jobs could provide the maxi- 
mum benefit to both the participants and the ministries concerned. The 
current guideline (requiring Experience positions to be in addition to 
contract positions normally provided during the summer months) is in- 
tended to insure that a person on contract staff is not displaced by an 
Experience participant.’’ 


Work Experience 

‘As noted above, Cabinet has approved the inclusion of task-oriented 
jobs in the Experience program. In effect, this formalizes a situation 
which had developed gradually in recent years. While the provision of 
career-related experience is a major objective of the Experience pro- 
gram, there are other important objectives such as the provision of 
valuable services at the community level. It is not expected that every 
job will satisfy equally all the objectives of the program. Nevertheless, 
as shown by the Experience evaluation, a large majority of Experience 
participants (79%) reported that they gained useful skills through their 
summer employment. In the future, the Ontario Youth Secretariat will 
continue its effort to improve the quality of the positions offered through 
the Experience program.’’ 


Contribution to Ministry and Agency Objectives 

“As noted above, Experience programs may legitimately address a 
number of different objectives. In that light, this recommendation will 
be reviewed with the Ministry of Culture and Recreation. 
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“reference is made to the hiring of two persons age 32 and one 


person age 40 under Program 0701. This is quite legitimate as the Ex- 
perience Program is subject to the Ontario Human Rights Code and 
cannot allow discrimination on the basis of age. 


“The Deputy Minister of Culture and Recreation has forwarded the fol- 
lowing comments in response to the findings and recommendations con- 
tained in the section on Ministry Programs: 


‘The Provincial Auditor is quite accurate in indicating the impor- 
tance our Ministry places on Experience Programs which contrib- 
ute toward Ministry and Agency objectives and provide expanded 
cultural and recreational benefits to the communities served. From 
the student benefit perspective, we have tended more to providing 
‘basic work experience’. This philosophy has evolved more from 
the limited career vision of non-university students, most of whom 
are simply looking for a work experience. We feel that we fulfill 
this minimum standard, and indeed go beyond it, where we have 
designated a program to appeal to post-secondary school students 
who have a specific career interest and related academic back- 
ground (e.g. T.V. Ontario, Ontario Arts Council).’ ”’ 


2.22 Overexpenditure of Various Activities, Ministry of the Solicitor Gen-) 
eral. Part of our year-end examination of Volume 1 of the 1980-81 Public Ac-: 
counts involved a review of the Ministry of the Solicitor General’s statements of | 
expenditure. | 


| 
| 
| 
| 
| 


: 

Based on our review we concluded that, through the process of charging cer- | 
tain expenditures to an Activity other than the Activities to which such expendi- 
tures should have been charged, the Ministry had circumvented the provisions of, 
section 5 of The Management Board of Cabinet Act. In summary, funds were eX- | 
pended other than for the purposes for which they were appropriated. Section 5 of 
the Act provides that, where an appropriation is exhausted or a sufficient amount, 
was not provided and the public interest or the urgent requirements of the public; 
service necessitate further payments, the Board may make an order authorizing) 
payments to be made against such amounts as it considers proper (i.e. a Manage- 
ment Board Order). 


| 


} 
4 
Our review of invoices, receiving documents, payment requisitions and jouny 


nal entries disclosed that a total of $1,464,597 was charged to the Law Enforce-, 
ment Activity of the Ontario Provincial Police Operations Program during the lat- 
ter part of the fiscal year which otherwise would have been charged to the 
following: 

$ 


OPP Management and Support Services Program 
Planning and Research Activity 22: 210 


| 
Transport Activity 1,342,012 | 
| 
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Quartermaster Stores Activity 41,389 

Records Activity 53,500 
OPP Operations Program 

Community Services Activity 5,486 

i 1,464,597 


_Had these expenditures been charged to the preceding Activities, the total expen- 
diture for each one of these Activities would have exceeded their total appropria- 
tions. 


| By way of example, included in the preceding amounts was a journal entry 


prepared as at March 31, 1981, whereby $522,202 worth of equipment purchased 
‘between May 1980 and March 1981 was transferred from the Transport Activity 
| (to which it had consistently been charged) to the Law Enforcement Activity. Ad- 
| ditionally, several payment requisitions dated March 31, 1981, amounting to 
$535,622 for gasoline purchases, were charged to the Law Enforcement Activity, 
although such purchases are normally charged to the Transport Activity. 





As a result of our review, we recommended that: 


a) the Ministry’s system of expenditure control should be upgraded to en- 
able early detection of problem areas so that they may be dealt with on a 
timely basis, and 


b) in future, when it becomes obvious that certain appropriations will be ex- 
ceeded, the Ministry should immediately apply for Management Board 
| Orders. 


| In responding to our comments, on September 28, 1981, the Deputy Solici- 
tor General stated: 


“ . . a feasibility study for financial systems upgrading has been ini- 
tiated to strengthen financial control through improved reporting, pro- 
cessing and control systems. 


“The Ministry agrees with this recommendation (i.e. b) and has made 
every effort in the past to comply with this policy. However, it should be 
noted that the Ministry was advised by Management Board of Cabinet 
that the last date for consideration of Management Board Orders for 
1980-81 was April 14, 1981. Also, we were encouraged in early Febru- 
ary to submit applications for Management Board Orders as soon as 
possible in view of the provincial election. 


‘T believe that it should be pointed out that the emergent nature of the 
policing services provided by the Ontario Provincial Police requires 
that a degree of flexibility must be maintained in the financial process. 
It has been and will continue to be the practice to move personnel and 
equipment between programs and activities to meet demands as they 


66 AUDITOR’S REPORT FOR 1980-81 





arise. We do not reflect these priority shifts in the financial process as 
little benefit would accrue to the program and an unwieldy and costly 
administrative process would be created.”’ 


With regard to the final paragraph of the Deputy Solicitor General’s reply, 
we do not believe that the degree of flexibility referred to should extend to charg- 
ing expenditures to appropriations other than the ones under which they were bud- 
geted and to which they pertain. Additionally, the obtaining of Management 
Board Orders when it becomes obvious that appropriations will be exceeded 
should not, in our opinion, create an unwieldy and costly administrative 


process. 


2.23 Implementation Gaps re Strategic Policy Development and Planning 
Process, Ministry of Transportation and Communications. The Strategic 
Policy Development and Planning Process is stated in Ministry literature as the 
process of positioning the Ministry so that it can be of maximum effectiveness in 
the future. The literature also states that through the Process, executive manage- 
ment can efficiently and effectively: 


—identify threats and opportunities in the external environment and 
strengths and weaknesses in the internal organization and functioning of 
the Ministry; 


—identify objectives and strategies to fulfill the Ministry’s mandate and 
maintain a responsive and proactive posture to government policy; 


—formulate implementation plans for programs which will lead to the attain- 
ment of Ministry and program objectives; 


—increase efficiency and effectiveness in the deployment and utilization of 
resources. 


The Process therefore has the potential to serve as a good overall manage- 
ment planning and control system which could provide due regard for economy, 
efficiency and effectiveness. Further, we believe the Ministry should be com- 
mended for undertaking a project of this magnitude. 


INTRODUCTION OF THE PROCESS 


In 1975, management consultants, working closely with Ministry staff, re- 
viewed the strategic policy planning and evaluation within the Ministry. In Oc- 
tober 1975, the consultants reported that a great deal of planning was being done 
and further initiatives were underway, but efforts were fragmented and serious 
shortcomings existed which confirmed the need for a Strategic Policy Develop- 
ment and Planning Process (Process). The Process recommended by the consul- 
tants consisted of: 


(a) An annual cycle of four interlocking and sequential phases—assessment, 
strategic policy development, long-range implementation planning and 
annual planning. 
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(b) A structure of various planning committees and a secretariat. As a result 
of this recommendation, a Strategic Policy Committee (SPC), a Strategic 
Policy Secretariat (SPS), five Program Planning Committees (PPC) and 
a Resources Planning Committee (RPC) were established. 


Three years were recommended as the period for implementation of the 
Process. We understood that at that time such a Process, though tested and found 
successful in private organizations, had not been extensively applied to a govern- 
mental agency in Canada. 


From 1976 to 1978, counsel and assistance were provided by the consultants 
to the Ministry in the development of the Process. Total cost for the consultants’ 
initial review and subsequent assistance was about $101,000. 


STUDIES ON THE PROCESS 
A) Results-Oriented Management (ROM) Project 


In 1979, the Deputy Minister requested a study on results-oriented man- 
agement in the Ministry. Significant management problems faced by the 
Ministry which ROM attempted to resolve included the following: 


—The Process had not yet been fully implemented. Consequently, the 
ministry lacked an integrated management framework and process 
linking strategic policy development and program planning with oper- 
ational planning functions. 

—Management, at the strategic and program levels, appeared to be lack- 
ing sufficient information to adequately measure and control perfor- 


mance. 
These problems were still in existence at the time of our review in the 


early part of 1981. 

The extensive ROM project, which included the identification of actions 
necessary to ensure that the Process was fully implemented within the 
Ministry, was carried out mainly by Ministry staff, including staff of the 
Strategic Policy Secretariat, at an estimated cost of about $169,000. The 
report was issued in March 1980 in two volumes with 144 recommenda- 
tions. Four chapters of the report dealt with the Process. 


B) Consultants’ Evaluation 

In April 1980, the management consultants who recommended the 

Process and provided counsel and assistance to the Ministry in develop- 

ing the Process were retained to examine and evaluate all components of 

the Process. 

Some of the major findings and conclusions reported by the consultants 

in June 1980 at a cost of about $10,400 were: 

—While progress had been made in implementing the Process, consider- 
able work remained to be done. The Ministry will require an additional 
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two to four years to bring the Process to a reasonable state of satisfac- 
tion. 
—Some of the original concepts had not been adopted as intended. 
—Planning roles needed to be clarified and better understood. 


—Renewed commitment and effort would be required by Ministry man- 
agement to fully integrate strategic policy development and planning 
into the management process. 


C) Committees and Secretariat Review 


In September 1980, the Program and Resources Planning Committees 
and the Strategic Policy Secretariat reviewed the progress in implement- 
ing the Process. The Chairmen concluded that it was apparent that imple- 
mentation of the Process had still some way to go—some components 
were in place, some needed strengthening, some had flaws and a few did 
not exist at all. The Chairmen believed that what was wrong with the 
Process could be distilled to a single major issue—‘‘ What is the link be- 
tween resources allocations and strategic priorities?’’ 


CONCLUSIONS AND RECOMMENDATION 


After more than five years, the Process had still not been fully implemented 
by the Ministry, with major implementation gaps existing. Although numerous 
recommendations were contained in both the ROM report and the 1980 consul- 
tant’s evaluation, we saw no evidence of an organized approach being taken for 
the implementation of these recommendations. 


We therefore recommended that a formal implementation plan be developed 
and monitored, which would be designed to address both (a) the existing gaps in 
the Process, and (b) the status of all recommendations contained in the studies. 
We felt that such a plan would be most helpful in making decisions on what 
aspects of the Process should be modified or discontinued. 


Our comments and recommendations were included in a memorandum sent 
to the Ministry on September 9, 1981. Since the Ministry has not had sufficient 
time to reply, we are not able to present its views on the subject matter. 


2.24 Simplification of Workload and Improvements in Internal Controls. 


Recommended, Vehicle Licensing System, Ministry of Transportation and | 
Communications. The licensing of passenger and commercial vehicles is con- 
ducted by approximately 300 issuing agents appointed by the Minister, and 12 


Ministry field offices. Revenue generated from this source totalled $311.7 million ' 


in the fiscal year ended March 31, 1981. 


WORKLOAD RE VEHICLE REGISTRATION FEES 


Issuing agents and Ministry field offices report revenue collected on a regu- 
lar basis to the Agents Issuing Section of the Ministry. Some 50,000 correction 
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hotices are issued annually by this section, requiring agents to adjust financial 
errors on subsequent reports. Although this volume of correction notices attests to 
the diligence of the verification work performed by the Ministry’s staff, it also 
_ indicates that agents do not perform their work and prepare their reports with rea- 
sonable care and accuracy. We felt that the large number of various fees in force 
contributes to the problems of agents in assessing licence fees. 


The fee schedule covering the registration of commercial motor vehicles has 
approximately 300 fees covering an annual term, and another 900 fees covering 
three-month, six-month or nine-month periods. Annual fees range from $60 for 
up to 2,400 kilograms Registered Gross Weight (RGW) to $129 at 5,000 kilo- 
grams RGW. Thereafter, the annual fee differential increases every 200 kilo- 
grams RGW by amounts averaging $7. Similar smaller fee schedules apply to the 
registration of farm vehicles and public and school buses. 


In 1978, a Ministry analysis of licensed commercial vehicles indicated that 
out of a total of approximately 771,000 registered vehicles, 79 per cent (614,000) 
had a RGW of 5,000 kilograms or less. Our review of the monthly statistics cov- 
ering the issue of 1979 commercial licences showed that 594,000 licences were 
issued for a full year, which leads to the conclusion that the majority of commer- 
cial vehicles with a RGW up to 5,000 kilograms are renewed on an annual 
basis. 


A Vehicle Registration Study Project which was underway at the time of our 
review has the objective of designing, developing and implementing a new Vehi- 
cle Registration System. One of the features of the new system will be to replace 
the present practice of registering the licence plate against the vehicle to one of 
registering the licence plate against the owner. For the efficient administration of 
the new plate-to-owner concept, we were advised by various management staff of 
the Ministry that a flat fee for all passenger cars would be desirable. Currently, 
there are four fees in Southern Ontario, dependent upon the number of cylinders, 
and a flat fee for cars owned by residents in Northern Ontario. 


We endorsed the viewpoint of a common registration fee for all passenger 
cars in Ontario, as it would simplify the fee structure, and negate the necessity of 
adjustment of fees upon transfer of the owner-plates between automobiles with a 
different number of cylinders within the same licence year. 


In addition to addressing the easing of the administrative workload, we rec- 
ommended that the Project give consideration to: 


1. Consolidation of the present commercial vehicle fee schedules to fee 
increases every 5,000 kilograms RGW, and the setting of fees for each 
5,000 kilogram increment relative to the present fee schedule. Such a 
consolidation would contract the fee schedule to 13 annual fees plus the 
related quarterly fees. 

2. Mandatory annual renewal of commercial vehicle registration with a 
RGW up to 5,000 kilograms. 
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3. Discontinuing the issuance of correction notices with a value of $1 or less 
to reduce the volume of some 50,000 correction notices being issued each 
year. A test check of approximately 1,700 correction notices issued in the 
1979 licence year indicated that approximately 20 per cent of the notices 
were for amounts of $1 or less. 


On February 16, 1981 the Deputy Minister replied as follows to our recom- 
mendations: 


‘‘These proposals (1 and 2) are being considered by the Vehicle Regis- 
tration Study Project as part of the staggered renewal process. It 
appears though that a more realistic RGW limit would be 3,000 kg. if 
our intention is to isolate true commercial use vehicles from the large 
number of personal use commercial vehicles. 


“The recommendation that we discontinue the issue of correction 
notices with a value of $1.00 or less is welcomed. I have instructed (the) 
Director, Financial Planning and Administration Branch to take steps 
to initiate the recommendation.”’ 


Regarding common registration fees, the Deputy Minister stated: 


‘‘We are currently constrained with respect to alterations in the vehicle 
registration fee system as a result of a Cabinet Minute stating that the 
fee system would not be altered. Nonetheless, the matter will be 
reviewed Shortly in conjunction with the Vehicle Registration System 
Project proposals for plate-to-owner registration. It is agreed that the 
flat fee would be a much simpler and less costly thing to administer.’’ 


INTERNAL CONTROLS, AGENTS’ REPORTS 

Our review of internal controls over the verification of agents’ reports 
revealed a number of deficiencies. To improve the verification process we recom- 
mended that: 


1. Consideration be given to integrating the various computer programs 
which verify the accuracy of agents’ reports, in order that one overall 
error listing is produced for each agent’s report, and all corrections made 
at one time. Such a procedure would permit a quicker processing of the 
‘‘Valtag Match’’ reports which are produced for matching the value of 
validation stickers issued by an agent with the corresponding fees col- 
lected and deposited by the agent. We noted that in August 1980 no 
‘‘Valtag Match’’ reports of satisfactory quality had been produced for 
1980 motor vehicle registrations. We raised this matter as a result of our 
review of 1979 correction notices. In that year agents submitted detailed 
listings covering the issuance of commercial permits. In some cases 
errors in addition of these listings resulted in agents under-remitting fees 
due to Ontario. The Ministry’s manual check of these listings revealed the 
discrepancies, but final adjustments were not made for several weeks. 
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Such listings have not been submitted for the 1980 commercial issues, 
and similar errors, therefore, will not be discovered until the commercial 
‘‘Valtag Match’’ reports have been produced. 


2. Issuing agents be reminded that prompt attention be given to correction 
notices issued by the Ministry. We noted several instances where settle- 
ment had not been made as at the close of our audit work in this area on 
June 23, 1980 for correction notices issued in April and May 1980. 
Examples included one notice for $8,000 and another for over $7,000. 


3. Consideration be given to charging interest to agents on amounts owing 
which are not settled within a reasonable period of time from issuance of 
correction notices. 


The Deputy Minister replied to our recommendations as follows: 


1. “All comments are valid. We expect to address the problems iden- 
tified by implementing a number of manual and computer system 
changes for the 1981 renewal year beginning December 1, 1980. A 
Renewal Processing Project is underway to define and develop the 
modifications necessary to achieve an accurate and timely inte- 
grated renewal update and financial reconciliation. 


2. “‘Agents will be reminded of their responsibility to deal promptly 
with correction notices. 


3. ‘‘Depending on the type of hardware system approved for develop- 
ment by Vehicle Registration Study Project, correction notices will 
either come under much tighter control and be automated or the 
necessity for them will be virtually eliminated by an on-line financial 
system. This will obviate the need to consider charging interest on 
amounts owing from our agents.’’ 


2.25 Weaknesses in Agents’ Direct Deposit System, Ministry of Transporta- 
tion and Communications. Deposits made by the majority of licence issuing 
agents across the Province are transferred daily from the branch banks to the head 
office of each bank in Toronto for direct deposit to the credit of Ontario. A system 
is in place to verify that deposits as reported by agents have all been credited to 
Ontario. Computer tapes of the month’s deposits by each agent are supplied by 
each bank. Deposits reported by agents are accumulated on a tape file at the 
Downsview Computer Centre. Approximately once a month the files are pro- 
cessed via a computer match program, and a report is produced of unmatched 
agents’ and bank deposits. 


As at June 30, 1980 the unmatched deposit report showed agents’ unmatched 
deposits totalling $1,892,000 and unmatched bank deposits amounting to 
$10,640,000. While the majority of unmatched deposits pertained to the period 
March 1 to June 30, 1980, we noted that there were unmatched deposits covering 
the period September 1, 1979 to February 29, 1980 of $586,000 and $730,000 for 
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agents and banks respectively. We noted the following weaknesses in the sys- 
tem: 
1. One person was responsible for: 


(a) Recording the daily bank deposits reported by the Ministry of Trea- 
sury and Economics. 


(b) Reconciliation of bank tapes to recorded deposits. 

(c) Processing the input of deposits reported by agents. 

(d) Reviewing and investigating the unmatched deposit reports. 
(e) Entering of all corrections to clear unmatched deposits. 


2. There was no assurance that all agents’ deposit reports had been received 
by this person from the Agents Issuing Section of the Ministry for input 
into the computer. 


3. Batch slips covering the input of agents’ deposits were not authorized by 
the signature of the input clerk. 


4. There was a considerable time lag in the investigation and correction of 
unmatched deposits. 


5. There was no overall reconciliation of deposits reported by agents to the. 


bank deposits for each month or on a cumulative basis. 


We felt that the present system was not achieving its objective of ensuring 
that all deposits reported by agents are received by Ontario. The fact that there 
was no overall reconciliation between bank deposits and agents’ reported revenue 
indicated that invalid corrections could be entered, to force a match between 
agents’ and bank deposits. 


We recommended that, in view of the preceding weaknesses, a review be 
made of the present reconciliation and balancing procedures to provide effective 
control within the system. 


The following reply was received from the Ministry on February 16, 1981: 


‘We are in agreement with the auditor’s comments. A review of the sys- 


tem will be undertaken with a view to strengthening the control ele- 
ment.’’ 


2.26 Expenditure of Royal Commissions. Royal Commissions, effective 
April 1, 1980, are defined in the Ontario Manual of Administration as ‘‘commis- 
sions, judicial inquiries, inquiries and other investigatory bodies appointed by 
Order in Council under the power of The Public Inquiries Act or appointed under 
any other Act where the investigatory body is given the powers of a Commission 
appointed under The Public Inquiries Act’’. Prior to April 1980, Royal Commis- 


sions were defined as including only investigatory bodies appointed by Order in 


Council under the power of The Public Inquiries Act. 
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Date 


Subject Matter Established 

_ Freedom of Information and 
Individisal-Privacy? 0.01 i22..2. 3% Mar. 30/77 
Mee tS .O1 PENSIONS 2.0.2.8 cess .cee es Apr 20/77) 
| Northern Environment ............... daly 1377 
| Confidentiality of Health Records... Dec. 21/77 
| Care of Kim Anne Popen ............ Mar 2/78 
Discounting and Allowances in the 
i Food Industry in Ontario ....... Aug. 23/78 
Use of Fuels Containing 
| Poly-chlorinated Biphenyls 
! 8g ES ee pclae er aa ef: Feb. 14/79 
Collective Negotiation Process 

between Teachers and School 

Boatus 2 eevee las ie Oct. 24/79 
| Health and Safety Arising from use 

"Sle 0 1 Ce, ee Apr. 29/80 
| 0s £0 Ce ee Aug 1/80 


| 
} 


Status at 
March 
31, 198] 


Completed 
Completed 
In Process 
Completed 
In Process 


Completed 
In process 
Completed 


In Process 
In Process 


Expenditure 
1980-8 1 
$ 


175,462 
222,810 


1,289,968 
246,419 


88,001 
oh) 


39,832 


191,802 
198,649 


2,454,638 


10,443 ,086 
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During the year ended March 31, 1981, expenditure was incurred in respect 
of nine Royal Commissions. Expenditure detail, which is reflected in Volume 3 
of the 1980-81 Public Accounts for these’Commissions, may be summarized as 


Cumulative 
Expenditure 


to March 
31, 1981 
$ 
1,676,431 
Ly ee07s 
4,988,625 
1,437,147 
214,817 


442,205 


6,482 


109,853 


191,802 
198,649 








2.27 Expenditure of Select Committees. Select Committees are appointed by 
order of the House to consider matters upon which the House desires information 
and assistance. During the year ended March 31, 1981 expenditure was incurred 
in respect of five Select Committees. Expenditure detail is reflected in Volume 3 
(Office of the Assembly) of the 1980-81 Public Accounts, and may be sum- 


marized as follows: 


Date 
Subject Matter Ordered 

The Corporations Act of the 
| Province of Ontario and Related 

Acts and Regulations ....:.....«. June 22/65 
Reports of the Ombudsman ....... July 15/76 
Ontario Hydro Affairs .............. Nov. 24/77 
(Constitutional Reform .............. June 3/80 
Plant Shutdowns and Employee 
USUI C NEE ses me) coy sieht anOc¢t. 28/80 





Status 
at March 
31, 1981 


Ongoing 
Ongoing 
Completed 
Completed 


In Process 


Cumulative 
Expenditure 
Expenditure to March 
1980-8 1 31, 1981 
$ $ 
219,651 2,285,078 
Se 361,207 
347,295 1,273,400 
129652 129,652 
30,526 30,526 





764,641 





4,079,863 





74 AUDITOR’S REPORT FOR 1980-81 





COMMENTS ON CROWN AGENCY OPERATIONS 


3.1 Introductory Comments. The term Crown Agency for purposes of this. 
segment of the Report includes both agencies of the Crown and Crown controlled 
corporations, as defined in sections 5.1 and 5.3 respectively of this Report. A list-. 
ing of agency of the Crown and Crown controlled corporation audits, by category, 
for the year ended March 31, 1981 is included as Exhibit 6 of this Report. 








3.2 Newly Established Crown Agencies. Five Crown Agencies were estab-) 
lished during the 1980-81 fiscal year. Of these, the Ontario Educational Services: 
Corporation, Ontario Waste Management Corp. and Ontario International Cor- | 
poration are agencies of the Crown which are audited by our Office, whereas Met-. 
ropolitan Toronto Convention Centre Corporation and Ontario Van Pool Organi- 
zation Limited are Crown controlled corporations which are audited by public. 
accounting firms. | 


Ontario Educational Services Corporation. This Corporation was established 
on November 28, 1980 under The Business Corporations Act. The Coperaa” | 
objects are numerous, and include: 


a) the study of matters and problems relating to and affecting the use of On- 
tario’s educational and training resources in the international market- 
place, and | 


b) providing teachers and other educational personnel, as well as consi 
and other personnel services relating to education and training. 


| 
{ 


Ontario Waste Management Corp. This Corporation was established on Jan- 
uary 2, 1981 under The Business Corporations Act. Its objects are to treat sew-! 
age, Manage waste and carry on any other business related thereto as agent of Her 


Majesty the Queen in right of Ontario. | 


Ontario International Corporation. This Corporation was constituted on June| 
16, 1980 by Ontario Regulation 496/80 pursuant to section 5 of The Development’ 
Corporations Act. Its objects include developing and promoting the export of On- 
tario goods and services on a competitive basis in domestic and international mar- 
kets. : 


Metropolitan Toronto Convention Centre Corporation. Pursuant to Order in 
Council 303/81, dated January 29, 1981, this Corporation was established under 
Part II of The Corporations Act. The objects of the Corporation include the con- 
struction, operation, maintenance and management of an international class con-) 
vention centre facility in the Municipality of Metropolitan Toronto. 
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Ontario Van Pool Organization Limited. This Corporation was established 
on April 29, 1980 pursuant to the provisions of The Business Corporations Act. 
Its objects are to develop and operate commuter and other van pool programs; to 
buy, sell, lease, exchange and otherwise deal with vans and other vehicles; and 
generally to engage in the business of transportation of persons and goods. 


3.3 Inactive Crown Agencies. Two agencies were inactive as at March 31, 
1980 and were commented upon in our 1979-80 Report (section 3.4). These agen- 
cles remained inactive as at March 31, 1981. The following comments are perti- 
nent thereto: 


Ontario Deposit Insurance Corporation. The Deputy Minister of Consumer 
and Commercial Relations wrote on July 22, 1981 to advise: 


ce 


. . . the status of this corporation has not changed since the Honour- 
able Frank Drea wrote to you in August 1979. It remains inactive. 


“Since there is still a remote possibility that O.D.I.C. could be called 
upon to protect depositors with financial institutions, any decision on 
the future of the corporation is again being deferred.”’ 


North Pickering Development Corporation. On July 30, 1981 the Deputy, 


| Minister of Municipal Affairs and Housing advised: 


66 


. . our Legal Branch is arranging with the Legislative Council for 
an updating of the draft bill to rescind The North Pickering Develop- 
ment Corporation Act. It is our intention to introduce this bill at the fall 
sittings this year.’’ 


3.4 Subsidiaries of Crown Agencies. Certain of the Crown Agencies listed in 
_ Exhibit 6 of this Report have wholly-owned subsidiaries. These are summarized 


as follows: 


Subsidiaries of Northern Ontario Development Corporation 
—DMinaki Lodge Resort Ltd. 

—Minaki Development Company Limited 

—Thunder Bay Ski Jumps Limited 


Subsidiaries of Ontario Energy Corporation 
—Ontario Energy in Transportation Ltd. 
—Ontario Energy Resources Ltd. 
—Ontario Alternate Energy Ltd. 

—Ontario Powershare Ltd. 


Subsidiaries of Urban Transportation Development Corporation Ltd. 
—Toronto Transit Consultants Ltd. 
—Metro Canada Limited 
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Crown controlled corporations are defined in section 5.3 of this Report, to- 
gether with the responsibilities of the Provincial Auditor relating to such corpora- 


tions. In summary, corporations are considered to be Crown controlled under sec-_ 


tion 1(e) of The Audit Act if more than 50 per cent of their issued and outstanding 
shares are vested in Her Majesty in right of Ontario or if a majority of the board of 
directors is appointed or approved by the Lieutenant Governor in Council. 


In this regard, we were of the opinion that the preceding subsidiaries should _ 
be considered Crown controlled corporations under section 1(e) of the Act. Our | 


reasoning here was that although the shares of such subsidiaries are vested in the 
parent company rather than Her Majesty in right of Ontario, for all intents and 
purposes these subsidiaries are Crown controlled, since the parent companies are 
all controlled by the Province. Although our interpretation had not been chal- 
lenged, we thought it best to seek a legal opinion from the Deputy Attorney Gen- 
eral. 


On July 21, 1981, we were advised as follows by the Deputy Attorney Gen- 
eral: 


‘‘ . . It is our view that there is some difficulty in characterizing the 
subsidiaries . . . you refer to as Crown controlled corporations. It is our 
view that ownership of the shares of the subsidiaries would be held to be 
vested in the parent corporations and not in Her Majesty in right of On- 
tario. This interpretation is not free from doubt. I would recommend 
that the matter be clarified by an amendment to the legislation.’’ 


As a result of the foregoing opinion, we have not included any of these sub- 
sidiaries in Exhibit 6 of this Report. If it is the desire of the Legislature that such 
subsidiaries be treated as Crown controlled corporations, we suggest that an 
amendment to The Audit Act be recommended by the Standing Public Accounts 
Committee. 


3.5 Improvements in Monitoring of Loans Recommended, Eastern and 
Northern Ontario Development Corporations. The audited financial state- 
ments for these two Corporations for the year ended March 31, 1981 are repro- 
duced in Volume 2 of the 1980-81 Public Accounts. 


Among the various types of financing provided by these Corporations are 
Ontario Business Incentives Program (OBIP) Loans, which are normally up to a 
maximum of $500,000 to assist capital investment. These loans are interest free 
for up to five years and the principal repayments can be deferred for a similar 
period. The total amount of such loans receivable as at March 31, 1981 was $77.8 
million. 


Incentive loans are considered in the following instances: 


(1) where an incentive is required to persuade a business to establish or ex- 
pand a facility within the Province; 
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(ii) where funds are required to effect an immediate expansion of an ongo- 
ing business; and 


(i11) where low cost financing is required to give business time to reach full 
profitable production levels. 





In assessing criteria, the Corporations consider such factors as job creation, 
export increase, import decrease, amount of research and development to be un- 
dertaken, etc. 


| In reviewing a limited number of companies which had received incentive 

loans in 1974 and 1975, we noted that the subsequent monitoring of the criteria 
| which were taken into consideration in granting the loans was inconsistent. For 
_ instance, we observed inadequacies in the collection of information relating to the 
_ creation of jobs, lack of evidence on file to indicate any follow up action when re- 
_ quired information was not submitted by the borrower, etc. 





We recommended that the Corporations upgrade their monitoring procedures 
_to ensure that any deficiencies are promptly brought to management’s attention. 


The foregoing comments were reported to the Corporations on September 
30, 1981, the date of this Report. Since they have not had an opportunity to re- 
| spond, we are unable to present their views on the subject matter. 
| 
} ; q 
3.6 Administrative Deficiencies, Liquor Licence Board. As reflected in Vol- 
‘ume 1 of the 1980-81 Public Accounts, the Board’s revenue and expenditure for 
the year ended March 31, 1981 amounted to $125.6 million and $7.4 million re- 
‘spectively. Revenue is deposited into the Consolidated Revenue Fund, and expen- 
‘ditures are paid out of moneys appropriated by the Legislature. 


During the year, at the request of the Deputy Minister of Consumer and 
‘Commercial Relations, we completed a review dealing with certain aspects of the 
Board’s administration. A summary of the major findings and conclusions result- 
‘ing from this review follows: 


‘PURCHASE OF GOODS AND SERVICES 

| 1) During the 1977-78 fiscal year, the Board commenced doing business 
with a small consulting firm with whom the wife of a senior official of the 
Board was employed. Payments to this firm for the years ended March 
31, 1978, 1979 and 1980 were $4,925, $12,558, and $13,494 respec- 
tively. Payments for the ten months ended January 31, 1981 dropped to 
$141. In view of the following comments, the earlier dealings with the 
firm appeared questionable. 

| e The firm was retained by the senior official of the Board to provide the 
| Board with professional consulting services. All dealings with the firm 
| were handled directly by this official. 
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3) 


AUDITOR’S REPORT FOR 1980-81 


e There was no evidence of purchase orders having been issued, or for- 
mal contracts signed by the firm. 


® There was no evidence of any work output from the firm. Billings were _ 


received for writing letters, telephone calls, review of staff newsletters, 
media coverage and clippings, profile interviews and numerous meet- 
ings with the senior official of the Board. At several of these meetings, 
hospitality was extended by this senior official to the firm’s president 
and others in the form of lunches or dinners at various restaurants. 


In our view, the preceding comments suggested an indiscriminate use of — 


authority. 
The Board purchased five Age of Majority booths, one in September 


1977 and four in July 1978, from a Toronto company at a total cost of 


$6,461. One booth for $1,802 was ordered by the firm referred to in 1) 
and paid for directly by the Board. The other four booths for $4,659 were 
invoiced to the Board by the company on July 5, 1978. The invoice was 
not supported by a purchase order but was approved for payment by the 
senior official. We presumed that these booths were also ordered by the 
firm referred to in 1). At the time of our review, there was only one booth 
in storage at the Board. The manager of the Licensing Branch was unable 
to tell us what happened to the other booths. 


In late 1979, the Board purchased $900 worth of decorations and plants 
from a flower shop. Information provided to us indicated that these items, 
consisting mainly of flowers, were distributed to all female staff members 
of the Board and to certain individuals of firms providing services to the 
Board. 


The invoice for these flowers, which was paid on April 16, 1980, was ap- 
proved for payment by the senior official, who requested that the cheque 
be sent to him for mailing. 


This transaction appeared highly questionable. 


ADMINISTRATION AND PERSONNEL 


I) 


2) 


Liquor Licence Board By-Law No. | was enacted in January 1977, plac- 
ing the responsibility for administering the Board with an Executive 
Committee. This Committee, consisting of the Board’s executive director 
and the other four Branch directors, is responsible for managing the ad- 
ministration and financial affairs of the Board. 


We observed that minutes were only kept for three meetings of the Com- 
mittee since its inception—July 3, 1980, August 11, 1980 and February 
3, 1981. In our view, the lack of regular meetings raised doubt on the 
management process at the Board. 


Due to lack of proper follow-up, employees were allowed to accumulate 
more than one year’s vacation credits, contrary to policy. As at December 
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31, 1980, there were 27 Board employees who had accumulated vacation 

credits in excess of the allowable amounts. In 10 cases, excesses were 

over 5 days, with one as high as 67 days. At the conclusion of our review, 


the personnel manager was taking appropriate action to reduce such ex- 
cess credits. ; 


3) An employee was hired on a contract basis on November 8, 1976 to ad- 
minister the direct sales of Age of Majority identification cards. Through 
the process of contract renewals, this employee remained with the Board 
until December 31, 1979. Our observations in this regard were as fol- 
lows: 





e We did not observe any evidence that this position was advertised. 


e During the period from October 9, 1977 to April 30, 1978, there was 
| no evidence of work being performed by this employee, although she 
| was paid $10,470. In support of this observation, the employee did not 
sign any time sheets attesting to her attendance during the period, the 
monthly sales reports of the ‘‘Age of Majority Card’’ project indicated 
‘“nil’’ sales for the period, and there was no evidence of any activity re- 
ports having been submitted by the employee for this period. However, 
| payroll input forms containing a column headed ‘‘Dates Worked’’, 
| were signed by the Board’s personnel manager or his secretary during 
i this period. These forms could be construed, in spite of the preceding, 
as attesting to the employee’s attendance during this period. 





| e There was no evidence of a contract between the employee and the 

| Board for the period April 1, 1979 to September 30, 1979, during 

| which time the employee was paid $9,531. Again, during this period 
there was no evidence of the employee submitting time sheets attesting 
to her attendance, although payroll input forms signed by the personnel 
manager or his secretary, showed the employee as being in full atten- 
dance during this period. 


TRAVELLING AND HOSPITALITY EXPENSES 


We noted several instances where the aforementioned senior official pro- 
rided hospitality to vendors doing regular business with the Board and frequently 
o other Board staff members. The justification for much of this hospitality was 
juestionable. However, we noted a significant decrease in this senior official’s 
aims for hospitality expenses effective July 1980, when the Deputy Minister of 
Consumer and Commercial Relations assumed the responsibility for approving 
iis expense claims. 
| The Deputy Minister of Consumer and Commercial Relations subsequently 
eplied to our comments as follows: 


| | 
} 


‘By way of general comment and as you are aware, there have been 
significant organizational changes at the LLBO since your audit was 
| carried out. Specifically, a new chairman has been appointed and the 
| 
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(senior official) has resigned. Mr. Willis Blair, the new Chairman, has 
initiated a number of administrative procedural changes which we ex- 
pect will greatly improve the control over financial and other matters of 
the Board. I would also point out, that the inadequacy of some of the 
previous procedures has made it difficult to determine what exactly did 
happen with regard to some of the matters raised in your audit report 


and further review is continuing.’ 


The Deputy Minister’s comments relating to specific items reported were as 
follows: 


PURCHASE OF GOODS AND SERVICES 


“You have commented on a number of items largely turning on the 
practices of the former (senior official). Any shortcomings in these 
areas will have been dealt with by the fact that the (senior official) is no 
longer with the Board and by the tighter administrative controls intro- 
duced by the new Chairman.”’ 


ADMINISTRATION AND PERSONNEL 


1) ‘‘This matter has been rectified by organizational changes brought 
about by the new Chairman.’ 


2) ‘Tam advised that the period when excess vacation credits accumu- 
lated occurred when the Board was without a Personnel Manager 
and that the current manager has now regularized the situation.”’ 


3) ‘It does indeed appear that there is a gap of six months in the con- 
tracts on file for this temporary employee. However, because of the 
inadequate controls and procedures in place at the time, the Chair- 
man has not been able at this time to determine whether a contract ts 
missing from the file or whether it was not renewed for this period 
through oversight or otherwise. The records of the Board seem to in- 
dicate that she was employed during the period, part of which I am 
told was a vacation period for (the employee). 


Your report indicates that she did not sign time sheets attesting to 
her attendance during this period. I am advised that at the Board 
temporary employees’ time sheets are interim forms which are tran- 
scribed onto the payroll sheets and the original documents are de- 
stroyed. It is not possible therefore to determine whether she signed 
the original documents or not. It should be noted that she was at- 
tached to the Personnel Office and that the then Personnel Manager 
signed the payroll sheets stating, ‘We hereby certify that this is a 
true and correct statement as to attendance of the above employees 
for the period.’ 


‘IT am also advised that (her) work included special projects 
throughout the Board and that the fact that there are periods where 
the record indicates she was not employed on the age of majority 
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card issuing project, does not establish that she was not employed 
elsewhere in the Board. 


“In summary, further investigation is necessary before any final 
conclusions can be drawn on this matter and I am advised that the 
Chairman is pursuing the matter further. I will report to you con- 
cerning his additional findings as soon as I have received them.”’ 


3.7 Review of Selected Operational Matters, Ontario Economic Council. Al- 
though the Ontario Economic Council is not an agency of the Crown as defined in 
The Audit Act, its operations are more akin to those of an agency, as opposed to a 

Ministry. Direct government participation in the Council’s affairs is limited to the 
appointment of its members and funding. 


The Ontario Economic Council was originally established by Order in Coun- 
cil in February 1962 in response to a perceived need for long term economic plan- 
ning. The Order in Council was superseded by The Ontario Economic Council 
Act of May 1968. Funds for the Council’s operations are provided in the Esti- 
mates of the Ministry of Treasury and Economics. For the year ended March 31, 
1981, Council expenditures amounted to approximately $940,000. 





During the year, we completed a review of the Council’s operations. The ob- 
jectives of this review included: 


1) an assessment of matters related to compliance with The Ontario Economic 
Council Act, and 


2) an assessment of matters related to the efficiency/economy of the Council’s 
operations 


A summary of the significant findings and recommendations resulting from 
our review, together with the Council’s September 22, 1981 reply is contained in 
the following paragraphs. 


COMPLIANCE WITH THE ONTARIO ECONOMIC COUNCIL ACT 


The Act outlines both an advisory role and a research-related role for the 
Council. The advisory role (section 4 of the Act) is mandatory, stating that “it iS 
the duty of the Council to advise and make recommendations to the Executive 


Council or any member thereof on methods for, 
a) encouraging the maximum development of the human and material — 
resources of Ontario; 
b) supporting the advancement of all sectors of Ontario; and 
c) fostering conditions for the realization of higher standards of living 


for the people of Ontario.”’ 


The research-related role (section 5 of the Act), on the other hand, is not manda- 
tory, summarizing matters which the Council may deal with. These matters in- 
clude the conduct and publishing of socio-economic studies, creating an aware- 
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ness and public understanding of provincial socio-economic issues by holding 
seminars and conferences, and maintaining liaison with the Economic Council of 
Canada and bodies in the jurisdictions corresponding to the Council. 


Our review indicated that the Council is not making formal recommenda- 
tions to the Executive Council as required by the Act, but does adhere to its 
research-related role. The majority of studies and papers published by the Council 
(approximately 80 per cent) have been directed more toward the dissemination of 
information than to providing recommendations to the government. In this con- 
nection, the Council might be viewed as a source of funding for socio-economic 
research, and this view is bolstered by the following disclaimer found in all the 
Council’s research studies, occasional papers and discussion papers: 


‘This report reflects the views of the author and not necessarily those of 
the Ontario Economic Council. The Council establishes policy ques- 
tions to be investigated and commissions research projects, but it does 
not influence the conclusions or recommendations of authors. The deci- 
sion to sponsor publication of this study was based on its competence 
and relevance to public policy.’’ 


We therefore recommended that, in order to comply with section 4 of the 
Act, the Council take a more active advisory role vis-a-vis the Executive Council — 


in the preparation and presentation of its studies and papers. As an alternative, the 
Council could seek an amendment to the Act which would define the Council’s 
duties in terms of what is actually being done at present. 


The Council replied as follows: 


‘The Report makes much of the point that the Council has not played 
the advisory role set forth in Section 4 of the Act. This Section makes it 
mandatory for the Council to advise and make recommendations to the 
Executive Council. This criticism is based on a difference in interpreta- 
tion. The Council has issued scores of reports and studies over the 
years containing recommendations. These documents were certainly 
made available to the Executive Council. But they were also made 
available to the people of Ontario after a lag of afew days. The Execu- 
tive Council has never requested confidential advice from the Ontario 
Economic Council and it is extremely doubtful if the Ontario Economic 
Council could provide it. The Ontario Economic Council members are 
not asked to take an oath of secrecy and many of them probably would 
refuse to do so if asked. This criticism of the Ontario Economic Council 
in the audit report reflects a basic misunderstanding by the auditors of 
the role of the Ontario Economic Council based on a narrow interpreta- 
tion of Section 4 of the Act. The Council believes that the Government 
established and financed the Ontario Economic Council in order that 
both Government and the public obtain independent informed advice 
not otherwise likely to be available.’’ 
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EFFICIENCY/ECONOMY OF COUNCIL OPERATIONS 


Potential for Duplication of Effort 


The mandate of the three branches of the Office of Economic Policy, Min- 
istry of Treasury and Economics, namely the Economic Development Branch, the 
Economic Policy Branch and the Economic Research Branch, requires these 
branches to provide analyses, policy proposals and advice on key economic issues 
to the government. Additionally, the government has provided substantial fund- 
ing in the form of grants to three other research bodies—the Institute for Research 
on Public Policy, the Conference Board in Canada and the Niagara Institute. 


In light of the role of the Office of the Economic Policy and the govern- 
ment’s funding of other research bodies, it was our opinion that there exists a po- 
tential for duplication of effort. 


Order in Council 691/80 established termination dates for advisory agencies 
over a three year period. In this connection, we noted that the functions and 
operations of the Council are scheduled for review prior to March 31, 1982 pre- 
paratory to a decision as to whether the Council should be terminated or contin- 
ued. We assumed that the duplication aspect of the Council’s operations would be 
covered as part of this review. 


No reference was made to the preceding comments in the Council’s reply. 


Performance Appraisals 


One of the key contributions to an efficient operation is staff performance. 
Efficiency of staff performance is often enhanced by the use of regular perfor- 
mance appraisals. 


Although the Deputy Minister requested that performance appraisals for 
every employee be completed by March 31, 1980, we did not find such evalua- 
tions on the personnel files. However, we were advised that the Administrative 
Officer intends to have performance appraisals prepared for all administrative 
support staff. 


Formal performance appraisals have not been prepared in the past for profes- 
sional staff nor was there any intention to do them in the future. The Research 
Director felt that in an organization as small as the Council, ongoing dialogue and 
interchange with staff should provide the necessary information and feedback on 
performance. While we agreed that this can be effective on an informal basis, we 
also felt that a formal basis can prove useful. Being written, a formal evaluation 
tends to have greater impact and provides a permanent record, particularly useful 
_ should there be a change in Research Director. 


Professional staff are not uniformly productive and a formal evaluation 
process would provide a useful aid in determining whether or not a research of- 
ficer’s contract should be renewed after the twelve month expiry date. Records 
show that three research officers did not produce a single paper while employed at 
the Council. 





84 AUDITOR’S REPORT FOR 1980-81 








Performance evaluations were not being prepared upon the completion of 
each assignment by university faculty and other external research suppliers. The | 
Research Director felt that such evaluations would be meaningless, as objective 
criteria could not be developed in light of the uniqueness of each assignment. 
However, we noted that several authors had been engaged on more than one occa- | 
sion and we considered it reasonable that in addition to the comments provided by. 
external readers, the Council should have on file comments relative to such mat- | 
ters as: | 

| 
| 





—the strengths and weaknesses of the study; 
—the validity of the conclusions reached; 


| 
—the extent to which contract deadlines and other specifications were met; | 
and | 





—the amount of time Council’s professional staff were required to spend on 

coordination and review. | 
We recommended that performance appraisals be completed on a regular | 
basis for Council’s administrative and professional staff. We also recommended | 
that, upon completion of each assignment by an external supplier, a written evalu- | 
ation of the supplier’s performance be prepared consistent with the cost and com-. 


. . | 
plexity of the assignment. | 


The Council’s reply did not address the preceding comments and recommen- | 
dations. | 


3.8 Improvements in Administration of Mortgages Recommended, The On- | 
tario Junior Farmer Establishment Loan Corporation. Tne Corporation’s | 
audited financial statements for the year ended March 31, 1981 are reproduced in | 
Volume 2 of the 1980-81 Public Accounts. The Corporation was established in | 
1952 for the purpose of making loans to young qualified farmers for the establish- | 
ment, development and operation of their farms. All such loans are secured by a 
first mortgage on the lands farmed by the borrower. 


The Corporation has not accepted any new mortgage loan applications since | 
1969, and the final mortgage instalments on outstanding loans are payable in’ 
1999. At March 31, 1981, the balance of mortgages receivable by the Corporation 
was $50.3 million. 


MORTGAGES IN ARREARS | 


In the past, acting under the provisions of the mortgage indentures, the Cor- | 
poration would initiate sale proceedings on mortgages significantly in arrears. 
Currently, the Corporation attempts to collect overdue amounts through telephone { 
calls, letters and visits to the mortgagor; if these steps prove unsuccessful, the 


Corporation no longer initiates sale proceedings to recover the outstanding mort- 
gage balance. 
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We recommended that the Board of Directors consider a return to the more 


stringent collection procedures used in the past. If the Board decides not to change 


the present policy, we recommended that mortgages significantly in arrears be re- 


served for or written-off. 


ASSUMPTION OF MORTGAGES ON SALE OF PROPERTY 
Section 19 of The Junior Farmer Establishment Act states, in part, that: 
‘It shall be a term of a mortgage taken as security for a loan under this 


Act that, at the option of the Corporation, the mortgage shall immedi- 
ately become due and payable where, 


(a) the land or any part thereof is sold or otherwise disposed of.’’ 


During the 1980-81 fiscal year, the Corporation’s board of directors ap- 
proved twenty-five assumptions of mortgages on farm property sold with existing 
junior farmer loans. The total amount of mortgage loans assumed was approx1- 


_ mately $515,000, with the mortgages bearing interest at an average rate of 5 per 
~ cent per annum. 


Since no new loan applications have been accepted after 1969 and also since 


| the assumed mortgages bear interest at rates significantly below current mortgage 
"rates, we suggested that the Corporation reconsider its current policy with respect 


to section 19 of the Act. 


FORMAL DOCUMENTATION OF DIRECTIVES 


Section 12(1) of The Junior Farmer Establishment Act states, in part, that a 
loan applicant must not be more than thirty-five years of age and have had a min- 


imum of three years experience in farming. 


We observed that these conditions were not met in several instances where a 
mortgage was assumed by another party on sale of the property. 


This practice is in apparent conflict with the legislation. We therefore recom- 


_ mended that a legal opinion be obtained if the Corporation intends to continue this 
_ practice. 


The foregoing recommendations were included in our report of September 1, 
1981 to the Corporation. Since no reply had been received as at September 30, 
1981, the date of this Report, we are unable to present the Corporation’s views in 
the matters raised. 


(3.9 Prevailing Weakness in Purchasing System, Ontario Northland Trans- 


portation Commission. The Commission's consolidated audited financial 
statements for the year ended December 31, 1980 are reproduced in Volume 2 of 
the 1980-81 Public Accounts. 


In our reports to the Commission regarding the 1978 and 1979 fiscal years, 
we pointed out that the purchasing department approves the payment of purchases 
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it has authorized, and as a result any improper manipulation of documents and re- | 


lated assets could go undetected. As a result, we recommended that suppliers’ in- 
voices, copies of receiving reports and purchase orders be received directly by 
the accounts payable section, and directed to persons independent of those re- 
sponsible for the requisition and purchase of goods and services. The Commission 
replied that there was not sufficient cause for concern to warrant the additional 
cost involved in implementing our recommendation. 


The reply was based on a review of the purchasing and stores function. This 
review concluded that there was a significant separation of duties and responsibil- 
ities between the receiving and purchasing function. However, our reports dealt 
with the lack of segregation of duties and responsibilities between the purchasing 





and payment function. This weakness in internal control was not addressed by the © 


Commission and still existed as at December 31, 1980. 


In addition to the above control weakness, the following were observed dur- 
ing our audit of the purchasing department. 


—The Director of purchasing was approving invoices for payment, without 
receiving the supporting receiving reports and purchase orders. (Also re- 
ported by internal audit.) 


—Our review of outstanding purchase orders revealed several instances 
where the purchase orders were outstanding for periods exceeding a year, 
with no apparent follow up. 


—A review of two blocks of 100 issued purchase orders revealed several 
breaks in the sequence. A total of 35 purchase orders could not be 
located. 


In view of the preceding observations, we disagreed with the Commission’s 
response to our 1978 and 1979 reports and again recommended that appropriate 
corrective action be taken to eliminate these control weaknesses. 


The foregoing comments were included in our report of June 9, 1981 to the 
Commission. We have no record of a reply as at September 30, 1981, the date of 


this Report. We are, therefore, unable to present the Commission’s views on the 
matters raised. 


3.10 Potential Unrecorded Revenue, Ontario Place Corporation. The ob- 
jects of this Corporation include the operation of Ontario Place as a provincial ex- 
hibit and recreational centre, and the development of projects and programs de- 
signed to provide the people of Ontario with a greater appreciation of the 
Province. As at March 31, 1981, the recorded assets of the Corporation totalled 
$788,971 with offsetting liabilities of $331,661 and retained income of $457,310. 
For the 1980-81 fiscal year revenue, including grants of $1,762,000 from the 
Province of Ontario, amounted to $9,143,860. Expenses, including fixed assets 
purchased from revenue, totalled $8,979,542. 
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PARKING REVENUE 


The collection procedure for parking fees does not ensure the accountability 
of all cash receipts. There is no independent reconciliation of revenue to sales of 
parking spaces. Also, during slow times, the cashier has sole control over the 
parking operation, including collection of parking fees, issuance of receipts and 


_ controlling access to the parking lot; therefore the cashier could collect parking 


fees without recording the sale. 


We were informed that automatic underground vehicle counters are already 
installed at the gates to the parking lots but are not used as an independent control 
because of the significant number of parking passes in use. However, in our opin- 
ion, any deviations by the counter could be logged by the cashier, thus attaining a 
certain degree of control. Since parking revenue accounts for a large portion of 
the Corporation’s revenue ($854,000 in 1980-81), the potential losses could be 
substantial. We therefore recommended that the Corporation either make use of 
the automatic counters or provide other controls to safeguard the assets. 


This weakness was also noted by the Internal Auditors of the Ministry of In- 
dustry and Tourism. 


GROUNDS ADMISSIONS 


The Corporation uses ticket ‘spitters’ to dispense admission tickets at the 
point of sale, and was experiencing problems with the operation of these ma- 
chines. It was our understanding that they are neither repairable nor replaceable. 
As a result of these problems, various cashiers had access to unsold tickets. While 
we were aware that the cashiers are responsible for the difference between the 
opening and closing sequentially numbered tickets, collusion between the cashier 
who has access to the tickets and the employee who takes the tickets from the pur- 
chasers could present a problem. 


We recommended that the Corporation provide an alternate means of con- 
trolling admissions revenue, one consideration being the use of suitable cash reg- 
isters. The use of cash registers would also no longer necessitate the manual cal- 
culations by cashiers when multiple tickets are sold, thereby reducing the chance 
of errors. 


The preceding comments were transmitted to the Corporation on September 
29, 1981. Since the Corporation has not had an opportunity to respond, we are un- 
able to present its views on the subject matter. 


3.11 Deficiencies in Control and Disposal of Salvaged Goods, Star Transfer 
Limited. Star Transfer Limited was incorporated as a private company on Jan- 
uary 2, 1951, and was subsequently purchased by the Ontario Northland Trans- 
portation Commission under an agreement dated July 11, 1960. Since that time, 
Star Transfer Limited has operated as a wholly-owned subsidiary of the Commis- 
sion, and has provided trucking services throughout northeastern Ontario. 
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As at December 31, 1980, the Company’s assets totalled $7.4 million. | 


Operations for the year ended December 31, 1980 resulted in a net loss of $1.1 
million. 


SECURITY OF SALVAGED GOODS 

Proceeds from disposal of salvaged goods amounted to approximately 
$40,000 in 1980. In this connection, there was a serious lack of security over sal- 
vaged goods at the Timmins Terminal. Although safeguards for the control of 


these goods are in place, they have not been utilized. Our review revealed the fol- _. 


lowing: 


—salvaged goods are not locked up immediately in the space provided for | 


such items; 


—there is no control over the movement of goods into or out of the lock up 
area; 


—the log book used to record items put into the lock up area has not been 
maintained since July 1980. 


We recommended that the security measures in place be utilized. Addition- 
ally, in order to provide an audit trail of the disposition of salvaged goods, the — 
cash receipt number or other disposition document should be identified in the lock 


up area log book. 


DISPOSAL OF SALVAGED GOODS 


During our interim audit in October 1980, we found that the majority of sal- 
vaged goods was being purchased by company employees. Our examination of 
the sales from one terminal disclosed the following: 


—Sixty per cent of the sales of salvaged goods were made to company em- 
ployees. 


—Two employees participated in 38 per cent of the purchases, one of whom 
made 75 purchases from the total of 241 transactions. 


We also noted that the Claims Officer who settles the salvage claims and de- 
termines the price of the salvaged items if a minimum of 80 per cent of cost can- 
not otherwise be obtained, has on occasion purchased such items. 


Because of the possible conflict of interest where an employee is responsible 
for determining the extent of damages to a shipment and is also allowed to pur- 
chase the goods at a discount, we recommended the following: 


—that the Company adopt a procedure similar to the requirements of the On- 
tario Manual of Administration regarding the disposal of movable assets 
which states: 
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‘*The procedure shall prohibit sale of movable assets to em- 
ployees either directly or assisted by third parties.’’ or 


—that the Company follow the procedure used by the Ontario Northland 
Transportation Commission regarding purchase of assets by employees 
which states: 


‘‘An employee of the Commission is not allowed to purchase 
or to arrange for someone else to purchase on his or her be- 
half, or for his or her use, any property, vehicle, equipment or 
material that is offered for sale.’’ 


Although the former General Manager agreed to the above recommenda- 
tions, we found during our final audit in February 1981 that employees are still 
allowed to purchase salvaged goods. However, the extent of this practice could 
not be determined, because the cash receipts issued after our comment in October 
1980 no longer include the name of the purchaser. We were informed by the new 
Director of Transport Services who assumed the duties of the former General 
Manager, that he disagrees with our recommendation and believes that the current 
practice keeps the employees happy and reduces the amount of claims. 


However, our concerns still remained and we again recommended that the 
Company’s disposal procedure be similar to the requirement as stated in the On- 
tario Manual of Administration or that the Company follow the procedure estab- 
lished by the Ontario Northland Transportation Commission. 


The preceding comments were included in our report of June 9, 1981, to the 
Company. We have no record of a reply as at September 30, 1981, the date of this 
Report. We are, therefore, unable to present management’s views on the matters 
raised. 


3.12 Improved Internal and Administrative Controls Recommended, Urban 
Transportation Development Corporation Ltd. The Corporation’s audited 
consolidated financial statements for the year ended December 31, 1980 are re- 
produced in Volume 2 of the 1980-81 Public Accounts. The audit of this Crown 
controlled Corporation is performed by a public accounting firm. Included in their 
June 8, 1981 management letter to the Corporation, dealing with matters arising 
from the 1980 fiscal year audit, the auditors made reference to the following mat- 
ers. 


COMPUTER BATCH CONTROL PROCEDURES 

The Corporation makes use of batch control procedures in a number of ac- 
counting functions to ensure data is completely and accurately input to the com- 
puter. The following deficiencies were noted in these procedures: 


a) The batch control log is not reviewed for any missing or unprocessed 
batches, with the result that the accounting records may not be complete. 
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The auditors recommended that the log be so reviewed on a monthly 


promptly corrected. 


b) The batch logs and edit reports are not subject to a supervisory review on 
a regular monthly basis to ensure that information is being processed by | 
the computer in a complete and prompt fashion. The auditors recom- | 
mended that these logs and reports be reviewed and initialed by the assis- 


tant controller each month. 


FIXED ASSETS SUBSIDIARY LEDGER 


The auditors noted that the Corporation does not maintain a fixed asset sub- 
sidiary ledger which, under each general ledger control account, would reflect for 


each fixed asset information such as date of acquisition, supplier’s name, descrip- 
tion of asset, carrying cost and location. 


Such a subsidiary ledger would serve to be an invaluable source of informa- 
tion in establishing (a) the necessary amount of insurance coverage, (b) amounts 
for insurance claims, (c) the existence of the assets and (d) the profit or loss upon 
the disposal of a particular fixed asset. Accordingly, the auditors recommended 
that the Corporation establish and maintain a fixed asset subsidiary ledger in the 
format described in the preceding paragraph. 


CASH FLOW FORECASTS 


The Corporation follows the practice of preparing cash flow forecasts for a 


three month period beyond the date of preparation. In view of the sizeable cash 
needs of the Corporation, the auditors recommended that consideration be given 
to the preparation of cash flow forecasts extending over a longer duration of time. 
By extending the period of analysis for future cash needs, management would be 
in a better position to identify the most advantageous source of future funds for 
the Corporation. 


PREPARATION OF BUDGETS 


Although the Corporation prepares an annual financial budget prior to the 


basis, and any exceptions resulting from the review be investigated and | 
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commencement of each fiscal year, such budgets are not revised during the year — 


to reflect changes that have occurred in the projected operations. 


A budgetary process, when maintained on a current basis, can provide man- 
agement with useful warning signals so that corrective action may be taken when — 


necessary. Therefore, the auditors recommended that the Corporation consider re- 


vising its budgets when it appears that they are no longer realistic relative to actual — 


operations. 


We have been advised by the accounting firm that no reply has been received | 


from the Corporation as at September 30, 1981, the date of this Report. Accord- 
ingly, we are unable to present the Corporation’s views on the matters raised. 
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PUBLIC ACCOUNTS OF THE PROVINCE 


4.1 Preparation of the Public Accounts. The Public Accounts, which are pub- 
lished in three volumes, are prepared under the direction of the Treasurer of 
Ontario as stipulated in section 13 of The Ministry of Treasury and Economics 
Act. This section reads as follows: 


‘*The Public Accounts for each fiscal year shall be prepared under the direc- 
tion of the Treasurer and shall be delivered to the Lieutenant Governor in 
Council and laid before the Assembly not later than the tenth day of the first 
session held in the following calendar year.’’ 


The audit of the Public Accounts consists of an examination of the financial 
statements of the Province appearing in Volume 1, on which the Provincial Audi- 
tor expresses an opinion, together with a review of the other statements and 
schedules contained in Volume 1. 


Volume 2 contains reproductions of audited financial statements of agencies 
of the Crown and Crown controlled corporations: 


a) in which the Province has investment, or 
b) which have borrowed from the Province, or 
c) which have borrowed from others with a guarantee by the Province. 


Also included in Volume 2 are the audited financial statements of certain signifi- 
cant operational agencies which are funded in whole or in part by revenues gen- 
erated from their operations. 


Volume 3 contains details of expenditures for each Ministry, such as salaries 
and wages, employee benefits, travelling expenses and other payments. This 
expenditure is shown under two main categories, Voted Appropriations and Statu- 
tory Appropriations. Such details are not reviewed by this Office prior to publica- 
tion, but are subject to examination during our subsequent audits of the various 
Ministries. 


4.2 Financial Statements of the Province. The audited financial statements of 
the Province for the year ended March 31, 1981, upon which the Provincial Audi- 
tor has expressed an unqualified opinion, are reproduced as Exhibit 1 of this Re- 
port. The financial statements and notes disclose in summary form the financial 
activities of the Province for the fiscal year, and report on the significant aspects 
of financial position at the close of the fiscal year. 


The transactions of the Province are presented through the Statement of Con- 
solidated Revenue Fund in summary form according to the four distinct areas of 
government activity: 
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—‘‘Budgetary Transactions’’ are the operational activities involving the 
raising of revenue from various sources on the one hand, and the expen- 
diture for various government programs on the other. 


—‘‘Non-Budgetary Transactions’” are the lending, investment and trust ad- 
ministration activities. 


—‘*‘Debt Transactions”’ are the borrowing and repayment transactions. 


—‘‘Ontario Hydro Transactions” relate to amounts borrowed by the Prov- 
ince on behalf of Ontario Hydro. 


Regarding Ontario Hydro Transactions, the Province issues debentures and 
advances the proceeds to Ontario Hydro in exchange for bonds with the same 
terms and conditions. In any year, the overall end result of these reciprocal trans- 
actions is that payments are equal to recoveries. Since these transactions (includ- 
ing the ensuing retirement and debt servicing costs) are the result of a financing 
alternative and are not part of the Province’s own budget plan, they are classified 
separately. 


The Statement of Assets and Liabilities reflects the financial claims which 
have been created by cash transactions. The assets are claims by the Consolidated 
Revenue Fund on other parties. The liabilities are claims by others on the Consoli- 
dated Revenue Fund. As expenditures on fixed assets do not represent financial 
claims on other parties, they are treated as non-recoverable expenditure in the 
year of acquisition. 


4.3 Summary of Significant Accounting Policies. On the basis of evidence 
examined, the Provincial Auditor arrives at an opinion as to the fairness and con- 
sistency of the Province’s financial statements, and as to the degree of their com- 
pliance with established accounting principles. In most activities other than those 
of governments, these are known as ‘‘generally accepted accounting principles”’. 
Because generally accepted accounting principles have not yet been established 
for governments, it is usual to report on the degree of compliance with stated ac- 
counting policies. 


Accordingly, an integral part of the Province’s financial statements is the 
Summary of Significant Accounting Policies. This Summary appears on page 1-2 
of Volume | of the 1980-81 Public Accounts, which forms part of Exhibit 1 of 
this Report. 


Such Summary is included as an integral part of the financial statements in 
order to provide the reader with a clear understanding of the principles and 
methods used to present the financial information contained in the statements. 
Due to the nature of government accounting, especially when compared to prac- 
tices followed in the private sector, the accounting policies stated in the Summary 
have particular importance to a reader who desires to have an adequate under- 
standing of the Public Accounts. 
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4.4 Advances and Loans Repayable from Annual Expenditure Appropria- 
tions. Page 2-28 of Volume | of the 1980-81 Public Accounts indicates the bal- 
ances of advances or investments by the Province in Corporations, Boards and 
Commissions other than Ontario Hydro. Additionally, page 2-31 summarizes the 
balances of other loans and investments by the Province, including loans to public 
hospitals. 


The balances recorded in the Public Accounts do not necessarily represent 
the amounts the Province expects to truly realize. Certain of the advances and 
loans are, in effect, repayable out of future years’ Provincial expenditure appro- 
priations. Examples of such advances and loans are as follows: 


—Advances of $1,144,082,536 to The Ontario Universities Capital Aid 
Corporation as at March 31, 1981 are entirely repayable out of future 
years’ Provincial expenditure appropriations. Under a program discontin- 
ued in 1978, the Corporation used funds advanced by the Province to pur- 
chase bonds and debentures issued by colleges, universities and related 
institutions for capital construction purposes. Utilizing moneys appro- 
priated annually by the Legislature, the issuing institution redeems its de- 
bentures, with interest, over their term. The Corporation, in turn, utilizes 
the redemption proceeds to repay, with interest, its advances from the 
Province. 


—The situation with respect to the repayment of advances of 
$1,195,620,000 made by the Province to The Ontario Education Capital 
Aid Corporation is somewhat analogous to that outlined in the preceding 
example. Under a program discontinued in 1980, the balance of advances 
by the Province to this Corporation, to a large extent, is also repayable out 
of future years’ expenditure appropriations. 


Advances to Ontario Development Corporation and Northern Ontario De- 
velopment Corporation as at March 31, 1981 included amounts with re- 
spect to forgivable performance loans made by these Corporations in the 
outstanding amounts of $2,348,727 and $999 364 respectively. The 
major portion of advances by the Province to these Corporations with re- 
spect to forgivable performance loans is repayable out of future years’ 
Provincial expenditure appropriations. When borrowers’ loan principal is 
forgiven, moneys appropriated by the Legislature for the purpose of loan 
forgiveness are utilized by the Corporations to repay their corresponding 
advance indebtedness with the Province. 


__Advances to the three Development Corporations (Ontario, Northern and 
Eastern) also include amounts regarding term loans made by the Corpora- 
tions. Whereas performance loans are subject to forgiveness, term loans 
are repayable and interest-bearing. Each year, the Corporations write off 
certain term loans that are deemed to be uncollectable. When such loans 
are written off, moneys appropriated by the Legislature for that purpose 
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are used by the Corporations to repay their corresponding advances from 
the Province. For the year ended March 31, 1981, $3,723,712 was so uti- 
lized. 


—Loans of $198,163,406 to public hospitals as at March 31, 1981 are par- 
tially repayable out of future years’ Provincial expenditure appropria- 
tions. Under a program discontinued in 1978 (and replaced by capital 
grants), public hospitals used loans advanced by the Province for capital 
construction purposes. Using, in part, moneys appropriated annually by 
the Legislature, the hospitals repay their loans, with interest, over the 
term thereof. For the 1980-81 fiscal year, $17,504,537 was so subsidized 
by way of grants from the Province to the hospitals. 


4.5 Investments in Water Treatment and Waste Control Facilities. The 
Province’s direct involvement in water treatment and waste control facilities 
began on April 1, 1972 when the Ontario Water Resources Commission was dis- 
solved. The functions of the Commission were to let contracts for the building of 
water and sewage systems to serve municipalities and to enter into agreements 
with individual municipalities to recover the cost of construction and operation of 
the projects. When the Commission was dissolved, its former functions became 
the responsibility of the Ministry of the Environment, and its assets and liabilities 
were assumed by the Province. Included in those assets was $230,309,709 of in- 
vestments in water treatment and waste control facilities. 


Since the assumption of these assets, the Province has made to March 31, 
1981, additional investments of $1,135,223 ,435 and recoveries of $280,796, 134. 
Included in these amounts are investments and recoveries of $123,646,506 and 
$69,560,404 respectively for the 1980-81 fiscal year. 


Currently, the Province’s investments in these facilities can be divided into 
the following major project types: 








March 31 
198] 1980 
$ $ 
Municipals seat 13. tas eta fale 86,382,431 87,533,742 
Municipal Ea ie eater! mej 8 Flow fa 7,604,441 6,761,311 
ProviniciallysOWnedis) tae eee 1,021,814,905 967,420,622 
ot ifs| 51S we cee UNO EM th |S 1,115. 8012777 1 O61 715675 














MUNICIPAL A AND B 


The investments in this category are for projects where the municipalities 
have entered into an agreement prior to April 1, 1974 with the Province. Sections 
35(1) and 41 of The Ontario Water Resources Act require the municipalities to 
make annual payments into a sinking fund which is on deposit with the Treasurer 
of Ontario. As the fund attributable to any project becomes sufficient in amount, 
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the investment is then retired and the ownership of the project is turned over to the 
municipality. 


MUNICIPAL C 


Investments in projects under this category are for agreements with munici- 
palities made under section 34 of the Act subsequent to April 1, 1974. The 
method of financing these projects is through annual blended payments of princi- 
pal and interest by the municipalities, as opposed to sinking fund payments. At 
the end of the repayment period, the ownership of the project is turned over to the 
municipality. 


PROVINCIALLY OWNED 


As part of the total assets assumed by the Province on April 1, 1972, the ini- 
tial amount of $230,309,709 of the investments in water treatment and waste con- 
trol facilities was for Provincially owned projects. The projects in this category 
are owned by the Province in perpetuity. 


An additional difference between Provincial and municipal projects is the 
method of recovery of the investment. Under agreements with the municipalities 
made under section 34 of the Act, the sewage and water works are subject to ser- 
vice rate billings from the Province which are based on the flows through the sys- 
tem, the Province’s investment and operating costs. The proceeds from these bill- 
ings are used to amortize the investments over periods up to forty years, to pay for 
operating costs and to provide for a return on the investment. 


4.6 Payments Out of the Consolidated Revenue Fund. Payments out of the 
Consolidated Revenue Fund are classified as Expenditure (Budgetary Trans- 
actions), Disbursements and Charges (Non-Budgetary Transactions) and Retire- 
ments of Loans (Debt Transactions). 


Budgetary Expenditure includes payments for goods and services, salaries, 
interest on public debt, subsidies and grants, and acquisition or construction of 
fixed assets. Disbursements are payments made in respect of investments, loans 
and advances, while Charges are payments made from pension funds, deposit, 
trust and reserve accounts. Retirements of Loans are payments in respect of the 
debt obligations of the Province. 


Payments out of the Consolidated Revenue Fund are of two major types: 
those pursuant to Estimates, including Supplementary Estimates, approved by the 
Legislative Assembly, and those pursuant to the provisions of various statutes. 
The former are termed payments from Voted Appropriations while the latter are 
termed payments from Statutory Appropriations. Voted Appropriations, which 
are formalized annually by legislation cited as The Supply Act, may be aug- 
mented by Management Board Orders. The nature of Management Board Orders 
is more fully explained in section 4.10. 
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A third type of payment out of the Consolidated Revenue Fund is that pursu- 
ant to delegated authority in the form of Special Warrants. The nature of this 
authority is more fully explained in section 4.11. For fiscal years 1979-80 and 


1980-81, no such payments have been made. 


A summary of the payments out of the Consolidated Revenue Fund by type 
and classification is as follows: 


Payments re 


Voted Appropriations 
Per Legislative Assembly 
Budgetary Expenditure.... 
Disbursements .rdiienca vs 
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1980-81 
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14,260,512,715 
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14,462,629 ,572 


1979-80 
$ 


133597 4795732 
173,607,255 





13,771,086 ,987 





467 877,527 





135,969,169 





467 877,527 





14,930,507,099 





2,107 ,429,640 
61,161,416 
173,434,226 
168,696,712 





135,969,169 





13,907 ,056,156 





1,612,416,604 
177,040,821 
133,308,551 
434,623,110 





2,910,721,994 





17,441 229,093 








2,357,389 ,086 


16,264,445,242 














Reference has been made in section 4.2 to Ontario Hydro transactions. Since 


these transactions are not part of the Province’s own budget plan, and since these 
transactions flow through the Consolidated Revenue Fund without increasing or 
decreasing the overall balance in the Fund, they have not been included in the pre- 
ceding summary. 


4.7 Voted Appropriations—Comparison of Authorized and Actual Pay- 


ments. This comparison for the fiscal year ended March 31, 1981 is as fol- 
lows: 
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Actual 
Under (Over) 
Authorized Actual Authorized 
Voted Appropriations 
Per Legislative Assembly 
Budgetary Expenditure ........ ee 14,614,755,900 14,260,512,715 354,243,185 
PIS DUTSCINENIS: Aust cates salvasvetec 165,534,800 202,116,857 (36,582,057) 








14,780,290,700 14,462,629,572 317,661,128 








Per Management Board Orders 








Budgetary Expenditure ............. 513,838,600 467,877,527 45,961,073 
PeeWee ee NUS oe, ai ic bh San eonncns — — — 
Total Voted Appropriations ....... 15,294,129,300 14,930,507,099 363,622,201 














It will be noted that the total actual payments of $14,930,507 ,099 exceeded 
the amount of $14,780,290,700 appropriated by the Legislative Assembly. This 
excess was in the amount of $150,216,399. Where individual votes and items 
were of insufficient amount, funds in excess of those authorized by the Legisla- 
tive Assembly were made available under the authority of Management Board 
Orders. 


Total payments under the Disbursements classification exceeded the amount 
authorized by the Legislative Assembly by $36,582,057. This excess can essen- 
tially be attributed to the Employment Development Fund Activity of the Ministry 
of Treasury and Economics. The transactions for this Activity were classified as 
Expenditure (transfer payments of $125,000,000) in the 1980-81 Estimates. 


Actual payments from this Activity were $123,852,278 for the year ended 
March 31, 1981. However, $41,866,693 of these payments were made in the 
form of Disbursements, as opposed to Expenditure. Therefore, although the total 
appropriation for this Activity was not exceeded, the classification of the pay- 
ments thereunder differed from that appearing in the Estimates. The preceding 
disbursements consisted of $30,600,000 for the purchase of Urban Transportation 
Development Corporation Ltd. shares, and $11,266,693 for loans made to the 
Ontario Development Corporation. 


4.8 Statutory Appropriations. During the 1980-81 fiscal year, Statutory Ap- 
propriation payments made under the authority of 27 Acts exceeded $2.5 billion. 
This expenditure constituted 14.9 per cent of the total payments out of the Con- 
solidated Revenue Fund. Comparative percentages for the 1979-80 and 1978-79 
fiscal years were 14.5 and 12.3 respectively. 
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A summary, by authorizing legislation, of such payments exceeding $50 
million for the year ended March 31, 1981 (with comparative figures for 1980) is 


as follows: 








1980-81 1979-80 

$ $ 
The Financial Administrations Actws,<...2.ssn.ssares eaten 1,813,854.475 1,863,585,5 76 

The Ontario Pensioners Property Tax Assistance Act ... 213,001,265 — 
The Teachers: Superanmuauen Act ,eanast pene aes 137,126,689 128,606,599 
The Public S€rvicé-Superannuatiom ACts.s:scenmaa snes: 88,814,471 82,897,718 
The Superannuation Adjustment Benefits Act ............ 85,058,616 67,010,554 
PSO WM ps mo Pew a) 2,142,100,441 














Expenditure under the preceding Acts accounted for 95.5 per cent and 90.9 per 
cent respectively of total Statutory Appropriation payments made in fiscal years” 
1980-81 and 1979-80. Public Debt interest expenditure of $1.595 billion and 
$1.408 billion for fiscal years 1980-81 and 1979-80 respectively is included in the 
amount shown under The Financial Administration Act. 


Statutory payments pursuant to The Ontario Pensioners Property Tax Assis- 
tance Act, which was passed in 1980, represent property and sales tax grants paid 
to senior citizens, together with the costs of administering these grants. In future 
years, such payments will be made out of Voted Appropriations. 


Excluded from the preceding figures are statutory appropriations relating to 
Ontario Hydro transactions which can be summarized as follows: 











1980-81 1979-80 
$ $ 
The Financial Administration Act 
Ontario securities issued on behalf 
of Ontario Hydro: 
= IMELESL! Pant sheer cegt es ht ee 354,866,350 315,992,485 
—Ssecurities retired mio. ett oe tie reed oe 91,740,000 86,234,000 
The Power Corporation Act 
Advances to Ontamo Hydro: cagava-a ue dhdecusteas ence 500,000,000 300,000,000 
946,606,350 702,226,485 











For reference purposes, 1980-81 statutory payment activity is summarized in 
Exhibit 3 of this Report. 


4.9 Statement of Budgetary Expenditure. The Statement of Budgetary Expen- 
diture is contained in volume 1 of the 1980-81 Public Accounts and is reproduced 
in Exhibit 1 of this Report. A more detailed analysis of total budgetary expendi- 
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ture can be obtained by the use of the standard accounts classifications. Under 
these classifications the budgetary expenditure for the fiscal years 1980-81 and 
1979-80 as shown on pages 2-15 and 2-15, respectively, of Volume 1 of the Pub- 
lic Accounts may be summarized as follows: 














1980-8] 1979-80 
$ % $ %o 
SalsicmtayMieMiS iar. weve uetdccse 12,056,481 ,738 TAG 11,020,012,779 Tiles: 
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Other Transactions 
—Public debt expenditure 
(interest on debentures, ! 
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POMOC Wttcce ok era tes es 56,460,448 age) DT 203,450, 4 
STEN (CL Seereey eral ae il leaner ai hn 0 638,239,902 3.8 SS 127, bie 3.4 
Acquisition/Construction of 
PLS OLEASSOLS 27.165 <. syietniaten 414,394,549 2.4 443,611,987 2.9 
Supplies and Equipment ........... 346,153,358 ei 297,558,850 lage) 
Binplovyee Benenits 2o:..c.c.,cis+- 205. 244 591,147 1.4 241,661,401 ibs) 
Transportation and 
CM ICaLION says ose coe 146,931,752 9 117,886,749 id 
17,143 ,631,015 15,581,293,422 
Less: Recoveries from other 
Activities, Ministries, etc. .. 307,811,133 (1.8) 2354279 07, (1.5) 
Total Budgetary Expenditure ...... 16,835,819,882 100.0 15,345,865 ,505 100.0 














Transfer payments represent expenditure made to individuals, organizations 
and other levels of government, and for which the Province does not directly 
‘receive goods or services. Such expenditure is made in accordance with legisla- 
tion or established Ministry policy. 


Recoveries from other Activities and Ministries relate mainly to costs 
incurred by certain Ministries, on behalf of other Ministries, which are subse- 
quently recovered from the benefiting Ministries. For Public Accounts presenta- 
‘tion purposes, these recoveries are generally not netted against the particular 
expenditure category or sub-category (e.g. salaries and wages, services, etc.) but 
are deducted in total from aggregate expenditure. 


The other standard accounts classifications are largely self-explanatory; 

however, a more detailed description of the type of expenditure included in each 
classification is contained on pages viii-ix of Volume 1 of the 1980-81 Public Ac- 
counts. 


| In 1980-81 over $9.7 billion, or more than 81 per cent of the total transfer 
| payments, was expended by four Ministries. The comparable figures for 1979-80 
were $8.9 billion and 81 per cent respectively. A summary of the payments by the 
four Ministries, including identification of major categories, 1s as follows: 
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Ministry Category 1980-81 1979-80 
$ $ 
Health Operation of hospitals and related 
facthttes’ Ve c.n0 8 ae eee hee rede est mae re 2,440,629 ,083 2,160,988, 137 
Payments re physicians’ and 
practitioners’ services under O.H.I.P. 1,334,297 ,652 1,122,035,330 
Other transfer payments: ecieee-sneee aces 759,432,268 686,871,367 
4 534,359,003 3,969,894 834 
Education General Legislative Grants (payments to 
SENOOL DORE S usa ace carci: oor asain eae eee 2,140,958,151 2,120,015.500 
Payment to Teachers’ Superannuation 
(CORUNISSION: 0. ions kee eae DIS-23) 5018 347,197,859 
Othertransfer payments (4..s:newen qeasee oe 60,537,126 13,690,293 





25510,) Sa3 aoe 2,481,506 ,737 





Colleges and 
Universities Grants for Universities and related 


OLPANIZAUONS «nc. Maup eras ie ee ae 940,476,864 884,614,632 
Grants for Colleges of Applied Arts and 

Technology.:6tt, ifr sarahea ee 470,630,968 448 ,728,157 
Other transler payments: eau aec eee Lil,s/i, 749 93 ,439 806 








1 522,479,551 1 426,782,595 








Community 








and Social 
Services Provincial and Municipal Allowances 
AN BONEt(S sos.) crcksed vacenenerterecees 684,922,843 598 ,268 ,039 
Social and Developmental Services for 
AQUI 7 cts x0 ecatt epee ere 238,004,148 187,540,905 
Child Welfare and Health Services ....... 243,037,973 217,032,448 
Other tianster payments 1y cn ee u e 58,811,008 66,502,038 
1e224;7 75972 1,069,343 ,430 
LOL d saiy ua ckee anit hes She Re ee Co ones cat ee Ree ee 9,798 347,778 8 947 527,596 











4.10 Management Board Orders. Section 5 of The Management Board of 
Cabinet Act provides that, where an appropriation is exhausted or a sufficient 
amount was not provided and the public interest or the urgent requirements of the 
public service necessitate further payments, the Board may make an order autho- 
rizing payments to be made against such amounts as it considers proper. 


Eighty Management Board Orders were issued in respect of the 1980-81 fis- 
cal year. In total, expenditure of $513,838 ,600 was so authorized, representing a 
significant increase from the expenditure of $161,890,065 authorized by sixty- 
seven Management Board Orders in the 1979-80 fiscal year. The amounts autho- 
rized by Management Board Orders averaged approximately $6,400,000 and 
ranged from $5,500 to $147,519,000. A listing of Management Board Orders, 
showing the amounts authorized and expended thereunder, is included as Exhibit 
2 of this Report. A total of 441 items were included in the Management Board 
Orders and are detailed in the Exhibit. 
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By way of additional information, the Management Board Orders with 
respect to the 1980-81 fiscal year are summarized as follows by month of issue: 


Month of Issue Number Authorized % 
$ 

Lo ey ht ct Bae Ee RO ae alle: Oe l 8,000,000 1.56 
1 ae eat 9 RC, 2 ly l 10,000,000 1.95 
ral bho | aie Py Liss alpen gs Ba) a 1 28,000 — 
ee Pak (a l 3,000,000 58 
oh IS" 2 | a ae ie Sila tal eee ana | 150,000 .03 
Pg) UL) Ee eS ne | 185,600 .04 
LL DR eo 6 17,205,600 Wee fe. 
PIR aOEN 1. Ae tA is 15 53,147,900 10.34 
EEE ie. i ee de cd a 35 374,843,500 72.95 
FT TT ML ct, pI ie Epes or ea, SI 18 47,278,000 9.20 





80 513,838,600 100.00 





In accordance with Standing Order number 51 of the Legislative Assembly, 
the preceding Management Board Orders have been printed in The Ontario 
Gazette, with an explanation of significant variances from the printed Estimates. 


4.11 Special Warrants. Section 4 of The Management Board of Cabinet Act 


provides for the issue of a Special Warrant, when the Legislature is not in session, 


authorizing payment of an amount required to meet an expenditure not foreseen or 


provided for by the Legislature and which is urgently required for the public 


good. 


No Special Warrants were issued in respect of the fiscal year ended March 
31, 1981. 


4.12 Board of Internal Economy. Section 88 of The Legislative Assembly 


Act reads: ‘‘The Board of Internal Economy may authorize the transfer of moneys 
from one item of the estimates of the Office of the Assembly to another item 


within the same vote and the Provincial Auditor shall make special mention in his 
report of any transfer under this section.’’ In respect of the 1980-81 Expenditure 
Estimates, the following transfers, totalling $141,444, were made within Vote 


1001: 
| $ 
from Item 10 Constituency Offices ..............:eseeeeeeenerees teens eenens 141,444 
to Item 3 Chief Election Officer ...............--eeeeeeeeeeeee eee eeeeees 597 
Item 6 Members’ Indemnities ............::::ee cere cece eee enna rete es 125,830 
Item 11 Commission on Election ee oe 


| 


Contributions and Expenses .........--.+:sssereeeeee eee 


4.13 Write-Off of Uncollectable Accounts. Section 5 of The Financial Ad- 
ministration Act reads as follows: 
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‘*5__(]) Where a person has an obligation or debt due to the Crown or the 
Crown has a claim against a person, the Treasurer may, subject to any other 
Act affecting such obligation, debt or claim, negotiate and accept a settle- — 
ment in payment and satisfaction of such obligation, debt or claim, or may 
determine that any such obligation, debt or claim is uncollectable. 


(2) The Lieutenant Governor in Council, on the recommendation of the 
Treasurer, may, if he considers it in the public interest, delete from the 
accounts any loss incurred in any settlement or determination made under ~ 
subsection 1. 


(3) The losses deleted from the accounts during any fiscal year shall be 
reported in the Public Accounts for that year.’’ 


A summary of the losses deleted from the accounts for the past five years is 
as follows: 


$ 
LD TOS 1s Wass etlinccs seeteteeceth te Caninmeemert are 7,310,545 
hw he ree Ue fie ee le ae 23,902,201 
PO Sei) Oisnsat. eryiee tl. eee Saeed 17,454,136 
eee 1) ae meen es eerie ne Mere 15,342,289 
TOSUEST. ps iunetaee ivy Meee eto oe aaa 10,295,160 


During the 1980-81 fiscal year nine Orders in Council were passed authoriz- 
ing the deletion of losses from the accounts. Deleted losses totalled $10,295,160 
and are summarized by ministry on page 3-19 of Volume 1 of the Public 
Accounts. The following additional comment is provided for some of the larger 
write-offs. 

The Ministry of Revenue wrote off $3,518,864 with respect to various 
unpaid taxes and GAINS overpayments. The major write-offs were as follows: 


$ 
The Retail-Sales TaxvAct %:,00t Ast: .: oe Cee ee 13230521 
The: Corporations PaxcAct nua sig edemacnts tenienere et 1,286,460 
The Ontario Guaranteed Annual Income 
ACE. (GATING) See i te eens, eee mer sitet ch nein ee 487,727 


Uncollectable accounts of the Motor Vehicle Accident Claims Fund amount- 
ing to $2,997,176 were written off by the Ministry of Consumer and Commercial 
Relations. Most of the accounts written off had balances of less than $5,000. The 
major portion of the total write-offs pertained to claims/judgements at least 10 
years old, on which no payments had been made for at least 5 years. 


The Ministry of the Attorney General wrote off $1,480,506 for uncollectable 
fines, costs and fees owed to Provincial Courts. 


Uncollectable overpayments of $1,148,588 made under The Family Benefits 
Act, The Disabled Persons Allowance Act and The Blind Persons Allowances Act 
were written off by the Ministry of Community and Social Services. 
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OFFICE OF THE PROVINCIAL AUDITOR 


5.1 Primary Audit Responsibilities. The primary audit responsibilities of the 
Provincial Auditor are twofold and involve the examination of: 


a) The accounts of the Province in accordance with his appointment as 
auditor under The Audit Act. 


b) The accounts of agencies of the Crown in accordance with his appoint- 
ment as auditor under various related statutes or other appropriate 
authorities. 


ACCOUNTS OF THE PROVINCE 


The examination of the accounts of the Province for the year ended March 
31, 1981 was made in conformity with section 9(1) of the Act, which reads as 
follows: 


‘*The Auditor shall audit, on behalf of the Assembly and in such manner as 
the Auditor considers necessary, the accounts and records of the receipt and 
disbursement of public money forming part of the Consolidated Revenue 
Fund whether held in trust or otherwise.’’ 





| 
| In this connection, all Ministries are subject to audit in accordance with 
section 9(1). These audits, when combined with the year-end audit activities of 
‘the Office’s Reporting and Standards Branch, enable the Provincial Auditor to 
‘express an opinion on the financial statements of the Province. A listing of Min- 
istry audits covered by this Report appears in Exhibit 5. 





| ACCOUNTS OF AGENCIES OF THE CROWN 

| An agency of the Crown is defined in section 1(a) of The Audit Act as 
being ‘‘an association, authority, board, commission, corporation, council, 
foundation, institution, organization or other body, 


(i) whose accounts the Auditor is appointed to audit by its shareholders or 
by its board of management, board of directors or other governing 
body, 

(ii) whose accounts are audited by the Auditor under any other Act or 
whose accounts the Auditor is appointed by the Lieutenant Governor 
in Council to audit, 

(ii) whose accounts are audited by an auditor, other than the Auditor, 
appointed by the Lieutenant Governor in Council, or 

(iv) the audit of the accounts of which the Auditor is required to direct or 
review or in respect of which the auditor’s report and the working 
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papers used in the preparation of the auditor’s statement are required 
to be made available to the Auditor under any other Act, 


but does not include the one that The Crown Agency Act states is not affected 
by that Act or that any other Act states is not a Crown agency within the mean- 
ing or for the purposes of The Crown Agency Act.”” 


For the year ended March 31, 1981 the Provincial Auditor had direct audit 
responsibility for fifty-five such Agencies pursuant to his appointment as auditor 
by shareholders, governing bodies or under various statutes. These Agencies are 
listed as parts (i) and (ii) of Exhibit 6 to this Report. 


Section 9(2) of the Act provides that in instances where an Agency is 
audited by someone other than the Provincial Auditor (those in categories 111 and 
iv), the audit is to be performed under the direction of the Provincial Auditor, 
and such other auditor is required to report to the Provincial Auditor. For the 
year ended March 31, 1981, seven Agencies were in this category, and are 
shown under parts (iii) and (iv) of Exhibit 6 to this Report. 


5.2 Primary Reporting Responsibilities. Under section 12 of the Act, the 
Provincial Auditor is required to report annually, through the Speaker, to the 
Legislative Assembly on the results of his examinations. Section 12(2), which 
summarizes the required content of the annual report, reads as follows: 


‘‘In his annual report in respect of each fiscal year, the Auditor shall report 
on, 


(a) the work of the Office of the Auditor, and on whether in carrying on 
the work of the Office the Auditor received all the information and 
explanations required; 


(b) the examination of accounts of receipts and disbursements of public 


money; 


— 


(c) the examination of the statements of Assets and Liabilities, the Con- 
solidated Revenue Fund and Revenue and Expenditure as reported in 
the Public Accounts, and shall express an opinion as to whether the 
statements present fairly the financial position of the Province, the 
results of its operations and the changes in its financial position in 
accordance with the accounting principles stated in the Public Accounts 
applied on a basis consistent with that of the preceding fiscal year 
together with any reservations the Auditor may have; 


(d 


— 


all special warrants issued to authorize payments, stating the date of 
each special warrant, the amount authorized and the amount expended; 


(e 


— 


all orders of the Management Board of Cabinet made to authorize pay- 
ments in excess of appropriations, stating the date of each order, the 
amount authorized and the amount expended; 


(f) such matters as, in the opinion of the Auditor, should be brought to the 
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| attention of the Assembly including, without limiting the generality of 
the foregoing, any matter related to the audit of agencies of the Crown 
or Crown controlled corporations or any cases where the Auditor has 
observed that, 


| 


(1) 


(il) 


(iii) 


(iv) 


(v) 


accounts were not properly kept or public money was not fully 
accounted for, 


essential records were not maintained or the rules and procedures 
applied were not sufficient to safeguard and control public prop- 
erty or to effectively check the assessment, collection and proper 
allocation of revenue or to ensure that expenditures were made 
only as authorized, 


money was expended other than for the purpose for which it was 
appropriated, 


money was expended without due regard to economy and effi- 
ciency, or 


where procedures could be used to measure and report on the 
effectiveness of programs, the procedures were not established or, 
in the opinion of the Auditor, the established procedures were not 
satisfactory.”’ 


| For reference and identification purposes, the preceding legislative provi- 
sions can be related to the content of this Report, or otherwise commented upon, 
_as follows: 


12(2)(a) 
12(2)(b) 
i 2(2)(f) 
-12(2)(c) 
| 12(2)(d) 


12(2)(e) 


: Refer to comments contained in this chapter of the Report, as well 


as section 1.3 of the Report. 


: Refer to ‘‘Comments on Ministry Operations’’ (Chapter 2) 


and ‘‘Comments on Crown Agency Operations’’ (Chapter 3). 


: Refer to ‘‘Provincial Auditor’s Opinion’’ (Exhibit 1) and ‘‘Public 


Accounts of the Province’’ (Chapter 4). 


: No Special Warrants were issued in respect of the 1980-81 fiscal 


year. 


: Refer to Exhibit 2. 


5.3 Other Audit and Reporting Matters. In addition to the primary audit 
and reporting responsibilities covered in the preceding two sections, The Audit 
‘Act contains other provisions dealing with the rights and responsibilities of the 
Provincial Auditor in matters related to auditing and reporting. These matters 
are summarized as follows: 


SPECIAL REPORTS 
| In addition to his annual report, section 12(1) of the Act permits the Pro- 
vincial Auditor at any time to make a special report to the Speaker of the 
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Assembly relating to any matter that in the opinion of the Auditor should not be 
deferred until the annual report. The Speaker is then required to lay such report 
before the Assembly forthwith. 


SPECIAL ASSIGNMENTS 

Under section 16 of the Act, the Provincial Auditor is required to examine 
into and report on any matter referred to him in respect of the Public Accounts 
by a resolution of the Standing Public Accounts Committee. 


Section 17 of the Act requires the Provincial Auditor to undertake such spe- 
cial assignments as may be required by either the Assembly, the Standing Public 
Accounts Committee (by resolution of the Committee), or by a Minister, pro- 
vided that such special assignments do not take precedence over the Auditor’s 
other duties. Further, if such an assignment is referred to the Provincial Auditor 
by a Minister, it can be declined if, in the opinion of the Auditor, it conflicts 
with his other duties. 


During the period covered by this Report, the Office undertook four special 
assignments that were referred by the Standing Public Accounts Committee— 


e a summary of advertising costs for the year ended March 31, 1980 


@ a review of the current status of the Saltfleet and North Pickering land assem- 
bly projects 


@ a review of the St. Marys Medical Clinic and Health Services Organization 
(HSO) Program of the Ministry of Health 


e a review of the financial statements of the Urban Transportation Development. 
Corporation Ltd. 


INSPECTION AUDITS 


In the case of grant payments made by the Province or an agency of the 
Crown, section 13 of the Act provides that the Provincial Auditor may perform 
inspection audits thereof, and also may obtain a full accounting of the disposi- 
tion of such grants from the recipients. Inspection audits are defined as examina- 
tions of accounting records. 


CROWN CONTROLLED CORPORATIONS 

A Crown controlled corporation is defined in section 1(e) of the Act as “‘a 
corporation that is not an agency of the Crown and having 50 per cent or more 
of its issued and outstanding shares vested in Her Majesty in right of Ontario or 
having the appointment of a majority of its board of directors made or approved 
by the Lieutenant Governor in Council.’’ 


In the case of these corporations, section 9(3) of the Act provides that in) 
instances where such a corporation is audited by someone other than the Provin- 
cial Auditor, such other auditor or auditors are required, upon completion of the 
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audit, to deliver to the Provincial Auditor a copy of the audited financial state- 


ments together with a copy of the report of their findings and recommendations 


to management (i.e. management letter). Additionally, the Provincial Auditor 
_has access, if required, to the working papers and other documents related to the 


audit of such corporations. 


A listing of Crown controlled corporations audited by public accounting 


firms, for the year ended March 31, 1981, is included as part of Exhibit 6 of this 
Report. 


i 
. 
| 


' 


In addition to Crown controlled corporations audited by public accounting 


firms, there are certain other Crown controlled corporations whose enacting leg- 
_islation does not contain any audit provision. In the case of these corporations, 


their revenue is not retained, but is deposited directly into the Consolidated Rev- 


_ enue Fund of the Province. Expenditures of these corporations are paid by Min- 


istries out of moneys appropriated therefor by the Legislature. As a result, these 


corporations have no assets or liabilities for accounting purposes. The operations 


and transactions of such corporations, are, however, subject to audit as part of 
our Ministry audit process. Examples of these corporations are the Liquor 


Licence Board and the Niagara Escarpment Commission. 


3.4 Organization and Personnel. In recent years, the workload of the Office 


’ 
| 


has increased substantially. Some of the more significant factors contributing to 
this increase are the new responsibilities contained in The Audit Act (which came 


into force on April 1, 1978), the growth in Government revenue and expenditure, 
_and a corresponding increase in the number of agencies of the Crown audited by 
the Office. 


A review of our Office organization and manpower resources indicated that a 
restructuring of the Office with increased resources was essential in order to fulfill 
our duties to the Legislature. Therefore, as part of the 1981-82 Estimates process, 


the Provincial Auditor applied for, and was granted, an expanded organization 


_and additional staff complement, effective April 1, 1981. 


The Office is now divided into six operating branches, and the number of 
staff complement has been increased from 87 to 103. Each branch is headed by a 
Director, who, together with the Assistant Provincial Auditor and the Provincial 
Auditor, collectively comprise the Office’s Management Committee. An organi- 
Zation chart of the Office is presented as Exhibit 4 of this Report. 


‘POLICY FIELD BRANCHES (4) 


| The four Policy Field branches are primarily responsible for the audits of all 
‘Ministries and agencies of the Crown falling under each of the Provincial Govern- 
‘ment Policy Fields—General Government, Justice, Resources Development and 
‘Social Development. These branches also have responsibility for coordinating the 
Office’s relationship with the external auditors of those Crown controlled cor- 
-porations for which the Provincial Auditor is not the designated auditor. 

. 
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REPORTING AND STANDARDS BRANCH 

This branch is responsible for auditing the financial statements of the Prov- 
ince which appear in Volume 1 of the Public Accounts. The branch's responsibil- 
ities also include: 


—preparation of material for the Auditor’s annual Report to the Legislative 
Assembly and for its production; 


liaison with the Standing Public Accounts Committee, including prepara- 
tion for and attendance at meetings, as well as the conduct of special as- 
signments referred by the Committee. 


—ongoing development and maintenance of the Office’s Audit Manual; 


—development of methodology for and performance of post-audit quality 
control reviews; 


—coordinating and developing the Office’s long-term and weekly man- 
power requirements and allocation. 


SPECIALIZED AUDITS AND RESOURCES BRANCH 
This branch has responsibilities for: 


—EDP audit services, encompassing the performance of in-depth installa- 
tion reviews, provision of assistance to other branches regarding audit 
procedures and control assessments in computerized systems, review of 
complex EDP applications, provision of expertise and methodology for 
the retrieval and analysis of information held on computer files through 
the use of audit software, provision of assistance in the design and analy- 
sis of statistical sampling plans, and the development and maintenance of 
Audit Manual material dealing with EDP; 


—Value for Money audit services, encompassing the performance of in- 
depth management controls reviews of Ministry, Agency and govern- 
ment-wide programs and activities, provision of expertise and advice to 
other branches on questions related to the audit of management controls, 
and the development and maintenance of Audit Manual material dealing 
with management controls; 


—audit staff personnel management, including recruitment, compensation 
planning, monitoring adequacy of training provided to students and stu- 
dent performance evaluations; 


—development and provision of training and professional development 
courses and seminars for Audit Office staff. 


At the date of this Report, the staff of the Office numbered eighty-five, sum- 
marized as follows: 


oo 


Management committee 
Audit managers 9 
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Audit supervisors i 
Auditors ti 
Student auditors, audit technicians and assistants 33 


Personnel and administrative 


Included in the category for student auditors, audit technicians and assistants are 
twenty-seven employees who are enrolled in various stages of courses leading to 
professional qualification through one of the following: The Certified General Ac- 
countants Association of Ontario, The Institute of Chartered Accountants of On- 
tario, or The Society of Management Accountants of Ontario. 


Acquiring and maintaining an adequate complement of qualified profes- 
sional staff is presently a major concern of the Office. As the preceding summary 
indicates, our present staff numbers 85, as opposed to an authorized complement 
of 103. The bulk of this shortage is within the categories for audit managers, audit 
supervisors and auditors. 


In spite of ongoing recruitment efforts, we have experienced considerable 
difficulties in attracting and retaining professionally qualified auditors, particu- 
larly those with experience appropriate to the requirements of the Office. Al- 
though we have been successful in hiring some new staff, at the same time, some 


_ members of our existing staff have found other employment and resigned. These 


difficulties are, in large measure, due to a general shortage of qualified accoun- 


| tants in Canada. This shortage has contributed to significantly higher remunera- 


tion expectations by accountants, which in turn, has further magnified recruitment 


' and turnover difficulties. 


5.5 Nature of Audit Activities 
_ ATTEST AND COMPLIANCE 


In order to express a professional opinion on the financial statements of the 


Province and numerous agencies of the Crown, audits are conducted in accor- 
dance with generally accepted auditing standards, as promulgated by the Cana- 


dian Institute of Chartered Accountants. All Ministry and Agency audits include a 
general review of the accounting procedures and systems of internal control, to- 
gether with such tests of accounting records and supporting evidence as are con- 
sidered necessary in the circumstances. Additionally, considerable emphasis is 
placed on determining whether there is full compliance with existing Statutes and 


Regulations. 


In connection with Ministries/Agencies whose accounting records are com- 


“puterized, our audits include a review of at least one application of the compu- 


terized system. This review includes the preparation of flow charts dealing with 


both manual and automated procedures, a summary showing input-processing- 


output of computer processes, completion of an internal control questionnaire for 
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EDP processing, the identification of key control points, and related audit proce- 
dures to verify that the system is functioning properly and to identify any weak- 


nesses. 


In the case of audits performed in compliance with generally accepted audit- 
ing standards, auditors seek reasonable assurance through various means that 
fraud and error have not occurred or that, if they have occurred, they are corrected 
and appropriately recorded. However, it must be realized that such audits may not 
detect, and are not primarily designed to detect, every instance of fraud or error. 
The resources required to examine the circumstances behind and the support for 
every transaction recorded would be prohibitive. Even if the resources were avail- 
able, assurance that there were no unrecorded transactions would still be lacking. 
Furthermore, collusion between Ministry/Agency personnel and outside parties, 
or among management or employees could result in apparently genuine but falsi- 
fied transactions and documents being accepted by the auditor. 


VALUE FOR MONEY 

In addition to the preceding activities of an attest/compliance nature, section 
12 of The Audit Act requires the Provincial Auditor to report on any cases where 
he has observed that money was expended without due regard to economy and ef- 
ficiency, as well as any adverse observations related to the procedures undertaken 
by Ministries/Agencies to measure the effectiveness of their programs. More con- 
cisely, the Provincial Auditor is required to report to the Legislature significant 
instances where he has observed that management is not fulfilling its responsibil- 
ities. 

While it is the Office’s ultimate objective to integrate value for money audit- 
ing with our ongoing attest/compliance audit activities, the bulk of our value for 
money auditing to date has been conducted by a special group of teams within the 
Office. These teams, which have recently been increased from two to four in 
number, undertake reviews on a program, activity or system basis. These reviews 
are designed to assess management controls for attention to economy, efficiency 
and procedures to measure effectiveness. 


In our view, the term value for money auditing has conjured up a mystique 
and a generally held belief of the need for highly specialized expertise. At this 
stage of our development, the Office does not subscribe to this belief. 


The Office believes that what the Legislature is looking for is a common 
sense appraisal by an independent and competent professional auditor, one who 
recognizes good management and understands good management practices. We 
also believe that in most, if not all, cases such an assessment will be sufficient to 
provide the Legislature with the information and assurances it is seeking. 


The Office realizes that the professional auditor’s perspective will be en- 
hanced by experience or academic background in fields other than auditing or ac- 
counting, e.g. management science, sociology, economics, resource manage- 
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ment, etc. We do not, however, feel that full-fledged expertise in these fields will 
normally be required. 


This position, however, does not rule out the occasional use of experts. If, in 


the course of any of our audits, the need for an expert consultant is clearly evi- 
_ dent, we will not be averse to using one. 


5.6 Systems to Ensure Economy, Efficiency and Effectiveness. Since it is 
desirable that senior management of Ministries and Crown Agencies have an un- 
derstanding of the Office’s objectives in conducting value for money (or manage- 


ment controls) reviews, it is appropriate to provide definitions and examples of 





systems designed to ensure due regard for economy, efficiency and effectiveness. 
Inherent in all such systems is the important element of sound management plan- 
ning and control processes being in place and operating satisfactorily. 


ECONOMY 


A system designed to ensure economy is one which ensures that resources 
| are acquired at the lowest cost compatible with obtaining sufficient goods and ser- 
vices of suitable quality. This definition recognizes that although cost is the prime 
consideration when dealing with economy, quality and quantity are also important 


ingredients. Examples of systems designed to ensure (and/or improve) economy 
are: 


i 


| 
| 
| 





@ systems which ensure that invoices subject to cash discounts or to which 
interest may be added for late payment, are paid within the prescribed 
periods. 


. 


| 
| 
| 
| 
| 


e purchasing and tendering systems which enable goods and services to be 
| acquired at the best cost (i.e. lowest price compatible with quality and 
| quantity). 


| e contract letting and administration systems which seek to avoid or mitigate 
| cost overruns and late completions. 





@ asset acquisition review systems which seek to avoid inappropriate or un- 
necessary capital expenditures. 


e inventory level systems which prevent over-ordering (obsolete stock) or 
under-ordering. Under-ordering can result in needed goods having to be 
| purchased on an emergency basis, possibly at a higher cost. 


e job description and staff grading systems which attempt to avoid higher 
grade (and therefore more expensive) staff being hired for tasks which can 
be performed by lower (and therefore less expensive) staff. 








EFFICIENCY 


Efficiency refers to the relationship between goods or services produced and 
the resources used to produce them. A system designed to ensure efficiency 1s one 





Ro 
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which ensures that the maximum output is produced for any given set of resource 
inputs, or that minimum resource inputs are used for any given quantity and qual- 
ity of service provided. Examples of systems designed to ensure (and/or improve) 


efficiency are: 


@ manpower management and performance evaluation systems. These 
would include systems to detect situations where too many people are in- 
volved in a process, or senior staff are performing tasks more appropriate 
to junior staff. 


@ systems to measure the levels of utilization of capital assets. 


@ systems which compare, on a periodic basis, output achieved (i.e. units 
sold, licences issued, files processed, interviews conducted, invoices is- 
sued, patient days) with input used (i.e. people or premises used to provide 
the output, total cost of input resources). 


@ systems which compare the productivity and other operating information 
of the program or activity, with related information obtained from similar 
operations in other governments or in the private sector. 


® any systems which attempt to measure or promote greater output from the 
same input resources, or, the same output from fewer input resources. 


® inventory level review systems which detect excessive or obsolete stocks. 


EFFECTIVENESS 

A system designed to measure and report on the effectiveness of programs is 
one which measures and reports on the extent to which a program achieves its pre- 
determined goals or other intended effects. In this regard, we recognize that the 
effectiveness of programs is not always easily evaluated, and that management 
procedures for measuring and reporting effectiveness will differ between pro- 
grams. 


In this regard, a program might be established with the objective of achiev- 
ing a specified reduction in total energy consumption in public sector buildings 
over a specific period of time. A system designed to measure and report on the ef- 
fectiveness of this program would include the following components: 

e collecting energy consumption statistics; 

@® comparing these statistics to those of a base period; 

e verification of the accuracy and reliability of the statistics; 


@ reporting on the achievement of the objective, and taking any necessary 
corrective action. 


5.7 Staff Training and Professional Development. The establishment and 
maintenance of an ongoing program of both pre and post qualification profes- 


OFFICE OF THE PROVINCIAL AUDITOR Fi3 
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sional training is considered essential to the long-term development of the Office 
and its staff. Employees at the student level are required to actively pursue 
courses of study leading to a recognized accounting designation. Their training 
within the Office consists of on-the-job experience together with formal training 
under the direction of our staff training officer. Additionally, our professional 
staff attend courses and seminars designed to enhance their auditing and manage- 
ment skills. 


During the past year, our staff have attended seminars dealing with subjects 
such as: 


e staff orientation (basic organization of the Government of Ontario and of 
the Office of the Provincial Auditor) 


@ communications (oral and report writing skills) 


e audit level II (auditing objectives and methodology in the context of a 
complete Crown agency audit) 


e EDP control and audit guidelines 


@ accounting and auditing annual update (current developments in account- 
ing and auditing) 


@ review of working papers 


Similar courses, together with a seminar dealing with an approach to the 
‘value for money’ component of Ministry and Crown agency audits, have been 
scheduled for the fall and winter months. 


5.8 Meeting of Legislative Auditors. Representatives of all legislative audit 
offices, both provincial and federal, attended the ninth annual meeting of the 
Canadian Conference of Legislative Auditors held from July 6 to 8, 1981 at St. 
Andrews By-The-Sea, New Brunswick. The meeting, which serves as a useful 
forum for the sharing of ideas and information, was attended by two members of 
this Office. 


The agenda included such subjects as accounting for and managing a pension 
fund, management of office time and proposed freedom of information legislation 
re audit working papers and reports. 


At the same time, representatives of the provincial and federal Public Ac- 
counts Committees held their third annual meeting. This provided an opportunity 
for a combined meeting of the two groups on July 8, at which an informative dis- 
cussion of common concerns took place. Also, considerable time was spent on the 
review of the draft report of the research project of the Canadian Comprehensive 
Auditing Foundation, entitled ‘‘Improving Accountability—Canadian Public Ac- 
counts Committees and Legislative Auditors.”’ 
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5.9 Examination of the Accounts of the Office of the Provincial Audi- 
tor. Section 28 of The Audit Act reads as follows: 


‘*A person or persons, not employed by the Crown or the Office of the As- 
sembly, licensed under The Public Accountancy Act and appointed by the 
Board, shall examine the accounts relating to the disbursements of public 
money on behalf of the Office of the Auditor and shall report thereon to the 
Board and the Chairman of the Board shall cause the report to be laid before 
the Assembly if it is in session or, if not, at the next ensuing session.”’ 


The Board referred to in the preceding quotation is the Board of Internal 
Economy. The Office’s audited statement of expenditure for the year ended 
March 31, 1981, which will be tabled in the Assembly during the fall session, is 
included as Exhibit 7 of this Report. 


| 
| 
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EXHIBIT 1 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The Accounting Basis 


The following financial statements prepared using the concept of a Consolidated Revenue 
Fund, have been designed primarily to provide an accounting of the financial resources appropriated 


_ by the Ontario Legislature. The fundamental requirement to report compliance with legislative au- 


thority results in a presentation of financial information in a manner significantly different from that 
used in the private sector. The accrual basis of accounting used in the private sector best reflects the 
costs incurred to earn revenues; the policies and practices followed by the Province under which the 
financial transactions of government ministries are recorded and displayed as Consolidated Revenue 
Fund cash inflows and outflows best accommodates reporting to the Legislature. 


The cash basis of accounting used by the Province is modified to allow for an additional thirty 
days to pay for goods and services pertaining to the fiscal year just ended. In this regard, payments 
to employees for the pay period which overlaps the fiscal year end date are apportioned between the 
two years. Cash inflows, on the other hand, are closed at March 31 for cash received or in transit. 
With respect to provincial crown corporations, agencies, boards and commissions, the financial 
statements of the Consolidated Revenue Fund reflect only the extent to which their operations have 
been financed from or have contributed to the Fund for the year. 


Classification of Transactions 


The transactions of the Province of Ontario are presented in summary form according to the 
four distinct areas of government activity through the Consolidated Revenue Fund. 


‘‘Budgetary Transactions’ are operational activities which include the revenues raised 
through taxation, premiums, fees, licences and permits, payments from the federal government 
under fiscal arrangements and shared-cost programs and income from investments. Expendi- 
tures on government programs include payments for goods and services, interest on the public 
debt, salaries, transfer payments to individuals, municipalities and institutions, subsidies and 
grants, and the acquisition or creation of fixed assets. 


‘‘Non-Budgetary Transactions’’ are the lending, investment and trust administration func- 
tions which include, as distinct from expenditure, the government lending and investment ac- 
tivity in various crown corporations, agencies and municipalities. All of these loans and ad- 
vances are repayable or represent equity holdings supported by the assets of the corporations. 
Also included in this category is the activity within deposit, trust and certain special purpose 
accounts. ‘‘Disbursements’’ is the term used to describe the lending and investment transac- 
tions of the government. ‘‘Receipts’’ consist of the repayment of loans or recovery of invest- 
ments. ‘‘Credits’’ is the term used to describe payments into deposit, trust and special purpose 
accounts. Payments made from these same accounts are termed ‘‘Charges’’ 


‘Debt Transactions’ are the borrowing and repayment transactions which include obliga- 
tions issued to both non-public and the public sources of funds. 


‘“‘Ontario Hydro Transactions’’ relate to amounts borrowed by the Province on behalf of 
Ontario Hydro. The Province issues securities and advances the proceeds to Ontario Hydro in 
exchange for bonds with the same terms and conditions. Since these transactions and the ensu- 
ing retirement and debt servicing costs are the result of a financing alternative and are not a part 
of the Province’s own budget plan, they are classified separately. 


Assets and Liabilities . 

The assets and liabilities reported in the financial statements are financial claims which have 
been created by cash transactions. The recorded assets are claims by the Consolidated Revenue 
Fund on other parties. The liabilities are claims by other parties on the Consolidated Revenue 
Fund. 


Since expenditures on fixed assets do not represent financial claims on other parties and are not 
considered to differ from any other service to the public they are not reported as assets but are ex- 
pensed as budgetary items in the year of acquisition. 


Debentures, notes and treasury bills are recorded as liabilities at the face value of the debt in- 


strument, and discount, premium and commission expenses are treated as current year Maas 
transactions. The general resources of the Province are used for the continued orderly retirement o 


debt and no sinking funds are maintained for this purpose. 
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The contingent liabilities of the Province consist of guarantees by the Treasurer of Ontario of 
debt instruments issued by provincial agencies, boards and commissions and bank loans under cer- 
tain government programs. Other significant legal commitments and liabilities are disclosed in notes 


to the financial statements. 
The net debt of the Province is the excess of liabilities over recorded assets. It is also the ac- 


cumulation of all budgetary deficits and surpluses since Confederation. The year-to-year change in 
net debt is the amount by which budgetary revenues exceed or are less than budgetary expendi- 


tures. 
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EXHIBIT 1 
STATEMENT OF CONSOLIDATED REVENUE FUND 
for the year ended March 31, 1981 
($ millions) 
Budget Actual Actual 
1981 1981 1980 
Opening Balance 
Cash and temporary investments ....... 1,569 1,020 
Budgetary Transactions 
| Pe VCNUCUME IR cert enc Gh coset 15,298 15,549 14,214 
| PDO cee eri een A ce en tse ate 16,709 16,836 15,346 
tet Boer eee 
| UCASE Cay CONCILs were ran. cm none (1,411) (1;287) (1,132) 
_ Non-Budgetary Transactions 
| Loans, Advances and Investments 
| BROCCO Se cocci cosdt cs Gach ie 8 foe 245 310 391 
| PIR DUTSCIME II Sigs need docu henson —299 264 ook 
| Net Decrease in Loans, Advances 
ADM VESUNECUIST. & 2.00007 00% ic 46 40 
| Trust Administration Functions 
| ROT eitSceeen dasha donors teres ear ahaa 629 611 641 
| (ear es ne icy hy U RY eas nnens ~1T9 173 133 
Net Increase in Trust 
Administration Functions .... 450 438 508 
Non-Budgetary Transactions (net) 462 484 wis 
Net Cash Requirements ...................... (949) (803) _ (584) 
Debt Transactions 
PLOCEOUS MEL OADS coh oak cosh : sa sauces j OB eas KIS? S67 
Retirements of Loans ............s.000000> mi Oe 162 eRe 
Dept Transactions. (Ret) ei <.06.c62e> 958 __ 968 jae 
Ontario Hydro Transactions 
Proceeds of. Debentures ©......:.......6.+: 500 300 
Retirements of Debentures .............. 92 86 
408 214 


Related Advances, Interest and 
Rec OVetie sere ct iaikak a owe toes ates (408) (214) 


Ontario Hydro Transactions (net) 


Closing Balance 
Cash and temporary investments ....... dds 169 











See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 
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EXHIBIT 1 
STATEMENT OF BUDGETARY REVENUE 
for the year ended March 31, 1981 
($ millions) 
Budget Actual Actual 
1981 1981 1980 
Taxation 
Personal Incomes Tax (Note 12). 284 te eae 3,430 3,578 3,184 
Retail Sales Pax, ©... occexs helt cee ee ee eee 2,670 2,002 2,414 
Corporations Lax cs ..cdass sve ies sy ova teonen aa sana 1,652 1,792 1,616 
CraSOlitie lh AX vis jcon ema es ae pain eaeaeanie nme Meee 631 618 610 
‘FODRECO “TAR 55-0 0:4i's tance cans aie ole ee oes core 291 284 274 
Mining Profits ‘Tak:....0iscssemensss yout patent nas 2D 161 100 
Motor Vehicle Fare) Tax: ice tA eae ee es |e Pe, 133 128 
Land “Lvanster Lax 17 aivssarsiga backs tie eee ee 100 101 95 
Public Uulities: Income Pax 105 ee eee eee 23 Te 
Rate’ Tracks Tax. 4c so caeutete eee eee 55 55 a 
SUCCESS LOT: DUTY) vce eee auehe we ake weeny mentee 8 oa 47 
Federal Government Income Tax Revenue 
CGUSEATIIGGS: . .<. tegyu ek eee ie nee eee eae 10 10 
CURED: iss cas ad al citer ieee conceit ee eae oe 4 3 3 
9,134 9,397 § 522 
Other Revenue 
Premiums—Ontario Health Insurance Plan ............. 1,054 1,061 1,037 
Profits from Crown Corporations and Boards 
Liquor: Control Boardiot Ontario... 5..e ee 423 433 400 
Ontario Lottery Comporation ..scdecdeekas viv: celeeey 67 116 62 
Ontand Energy Corporanony cnt ectiesesc ee Sy oe 
Vehicle re gistrationiees: wt ees sks tc 336 S12 310 
Liquor Licence Board—fees .....:c0.ssccsesceessescveoces 125 126 2a 
Sther fees and: ICences. +e. can aero ys ek ee 165 159 141 
Royalties: 5022 nceomen ceeako ie aes teen ene eee 64 74 70 
Fines anc Penalaesy \seut cee pert 5c caer ee 70 13 68 
pales And Rentald. «ring Meee naiasok 2 heen nee 65 63 49 
Utility Service Chargegees ec. 6a eninsaccs tte tan eae as 62 56 
ENGL 55 ois s Secs al eek en) aes eee 130 108 94 
2,588 2,587 2,445 
Government of Canada 
Established Programs Financing 
Castt (Ont Gti ian eo) 4 )<.2 ese eee ee 1,963 1,934 1,817 
Extended Health Care Services ............0.c00005. 230 230 208 
CanlagaASsistunce Platten 18 e dace creat dm. eo 506 548 472 
Adult Occupational Training Agreement ................ 104 114 93 
UNC asa Vig 0p sve aru del ae eel Si, tee en 251 199 167 
3,054 3,025 2, fay 
Interest on Loans, Advances and Investments ............ Den 540 490 
Total Budgetary Revenue ..................0cc0cccccccceece cee. 15,298 15,549 . 14,254 





ae accompanying Summary of Significant Accounting Policies and Notes to the Financial 
tatements. 
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EXHIBIT 1 
STATEMENT OF BUDGETARY EXPENDITURE 
for the year ended March 31, 1981 
($ millions) 
Budget Actual Actual 
1981 1981 1980 
Social Development Policy Field 
PR ULM eh oo hs och c vssuhs dio Liragaterelare lou Cn clea un tees Weemetity 4,717 4,858 4,266 
UGA AN UES 1.3) went Uatirag. Mord: par cs chon oo een asn vis < 2,617 2,604 2,565 
Collegesiand Universities. tassesfeens duced, Satna 1,526 13542: 1,445 
Communitywand Social Services.aars, 8 huss sewtsae sicc css 1,455 1,528 1,344 
ASUS aPC OCTEANON LMR neg ice ccs any fia eee es as oid oH 19] 204 202 
cial ewe MMe POMCY: ingen stk dh ee dyxtsaiiee sa Sea 2 3 Z 
10,508 10,739 9,824 
Resources Development Policy Field 
Transportation and Communications ...................4. 1,199 | PA L139 
CM ENIT Anes IL CCSMUEM WES sanctnidiacciiee amas Dy apas okey snes 289 349 280 
LOU Sie een, POPE Lee 8 crete, fist! sentry es Gam aves ee aN ase anit 258 248 196 
«ENACT 1 1 Loe 1 RR ilar epee ne ye a mn ee ae aa a 185 182 135 
PERC UAC COUN OU! orang ha cance ie te orae eas sows 182 180 159 
MaNCr ey VOUS RITE AEE a cieoiead x de gicva nec wel akave case 74 81 68 
DS Sh Ee, ob, COENEN Coral cncic isms Dante at aes « Sse ne eae? 50 51 4] 
BOE GN es 9 ok tak hd eisrae Soa ah Gaaoncg va o eAgonS 31 26 11 
Besouices cre VelODINONL FOMCY) oh cian. thravice urease se stasn oA Sed oe whos 
ate as 27332 2,032 
Justice Policy Field 
TS) PES LS) REE 5 a a le cr an 192 209 186 
POM Vee NCL al | cus sree ek pe Saleh ee el ay Mean te kane has 165 182 Vs 
EPIC UBIO EL Y ICES! ath cas hihi d Sone et arene ketene eas 146 156 Laz 
Consumer and Commercial Relations ................... ifs 76 68 
PE eA Vo a Races June tots cee Fite aire Pry ip eA aT 1 1 
577 624 549 
General Government 
ROW SIRT BLie ae ener e pele a nittaele ae gale daa ay nae 474 488 194 
Intergovernmental Affairs (Note:13)) .....:..-s.2scsnnes. 469 460 687 
Wa VSTIIS SCL VICES 6 Po hin ies ko tes enn e Mieco nandinieateaninrtione 287 284 328 
Ow el ie Wi ca TL oes ergy gba Reon (cee ee 17, 156 137 
Treaty ane ECONOMICS © 0. ...0.051cegss-@aer penne lett 147 102 148 
ities Ord Messin Oly tiie. ease etea reson sek dacs ea rah 22 bp) 20 
CO hee entree Gane ae oie rhea deve odd Mh ry cient kes a mie ae oA 19 
1,578 1,546 1,533 
RP ublic Debt—Interest 5.63: cnecssereos odivokesscvagsucenersts- oes 1,614 1,595 1,408 
_ Contingency Fund (Note 11) ...............:00seereeeertes 161 Mia 
| Total Budgetary Expenditure ......................0:::eeee 16,709 16,836 15,346 





See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 
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STATEMENT OF NON-BUDGETARY TRANSACTIONS 


for the year ended March 31, 1981 
($ millions) 














Budget 
198] 
Loans, Advances and Investments 
Receipts 
Corporations, boards and commissions 
The Ontario Education Capital Aid 
(Corporatholtend: vars censees eens seer res 76 
The Ontario Universities Capital Aid 
Corporation ).2. accvesdernattenss rineterrs 30 
Development. Corporations « styseiziactscecscene 24 
Ontario Land ‘Gorporatiomeis::: reac evaaieasee 9 
Ontario Mortgage Corporation ................ pies 
Ontario Housing Corporation ................. | 
The Crop Insurance Commission 
Ol Chiitarign sises Pele eaneetdeee ress eaisscet, 
Ontario’ Energy Corporation: scveas as $1050 os ea. 
CH OE sce) J vohceup men edies kee N eens ra stead hese 8 
Water treatment and waste control facilities ...... el 
Loars-fo, munienp alates “Si seianneeeice es oa eae pe, 
Other loans and INnVestMent$ ne.cccccer¢overs exeursas 18 
245 
Disbursements 
Corporations, boards and commissions 
Developnient orporauons: svse:kss65ineee oe oes 37 
Urban Transportation Development 
COU DONA TIPE Ole hala ete e Wh oete ter ne 
Ontano band Corporation) .2ics..5:ceisse chee 24 
Ontario Housing Corporation ................. 7 
The Crop Insurance Commission 
OL COMLALig” Gealaghg lente eras ae 
The Ontario Education Capital Aid 
COrpOratiai es vsliies teak tae eee 
OURS rai oe sae whol in need eee tne 4 
Water treatment and waste control facilities ...... 126 
LoansHenmunicipalities: 2:0, cvaeuacsevesediuueuugm 34 
Other loans and investments ........ Ub ainisn SisMOEy 1 
233 
Net Decrease in Loans, Advances and Investments ...... ie 
Trust Administration Functions 
Credits 
Pemsignahiunids Wenn ne Meee ko Seidew quar 368 
Deposit, trust and reserve accounts ................ 187 
The Province of Ontario Savings Office 
Deposits —nethinerease-=.:, asco) nae 74 
629 
Charges 
Bem SQ LU ces turdhn), oc ecah eee ae 93 
Deposit, trust and reserve accounts ................ 86 
r79 
Net Increase in Trust Administration Functions ......... 450 
Total Non-Budgetary Transactions .......................... 462 








See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements. 
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1980 
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EXHIBIT 1 
STATEMENT OF DEBT TRANSACTIONS 
for the year ended March 31, 1981 
($ millions) 
Budget Actual Actual 
1981 1981 1980 
Proceeds of Loans 
Non-public 
‘leacherss Superannuation Fund... sss. canccanie 547 569 Dod 
Canada Pension Plan Investment Fund ............ 550 538 988 
Canada Mortgage and Housing Corporation— 
ras tere ONUOWMO ANS: 05k Min oan ta sse aeeas 24 30 elt 2 
MCA TOCECUS Ol LOANS aes. thts ee ee es Ve we LZ | 1 Sy Mee lay 
Retirements of Loans 
IS SOE UDI rete es ete eee, eves Eres Cre ey serena a Ls ie) 26 OE 
Public 
FOr CemelAISOULDOSES i onert a itas anes etal dee tia asia Cae 138 143 86 
PIG ACHE Va DLS AdICU) teenie Raa nar tonne cere iic ne Bak! a 325 
138 143 411 
Total Retirements of Loans ...........................000 0000s 163 169 434 
PPC CELAISACTIOISITICL) ose eee e ss aere hes cave tee 958 968 pis} 
STATEMENT OF ONTARIO HYDRO TRANSACTIONS 
| for the year ended March 31, 1981 
| ($ millions) 
1981 1980 
BOG ees Orme WeNtUTOS (NGTCI2 is oie) crater nen tesa dns bins ee ctee seam optaeg 500 300 
me CliteMmontsmidepenttinese ates. :. f kcce Mri ctaes a Mten eres inscs co ews + aak oo 86 
_ Net increase in debentures for Ontario Hydro purposes .................45+ 408 214 
- Related advances, interest and recoveries 
| lssans 40, Ontariox Hy dino ts. sc schol as Cth aes eee eaubite od ane ar rk snetiems tee 500 300 
[nterestiomieDe nies ssc), ches sees ses ene ee ek aR ite wom rotate aioe’ 305 316 
Recovery of interest and debenture retirements ...............+....045- (447) (402) 
| Related advances, interest and recoverieS (Net) ...........,0--cccesenceeteres ___ 408 214 


| See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
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EXHIBIT 1 
STATEMENT OF ASSETS AND LIABILITIES 
as at March 31, 1981 
($ millions) 
1981 1980 
Assets 
Cash-and temporaryumnvestmentst(INoter iy tas cst ce ee 1,734 1,569 
Advances to Ontario Hydro, secured by bonds (Note 2) ................... 4,190 3.1 oe 
Advances and investments—other corporations, boards and 

commissions (NOtE 3) 2h eid ie. es ee ee ee 4,131 4,220 

Investments in water treatment and waste control facilities (at cost 
less recoveries) (NOt) Si io 7 |v eee ate ee ee 1,116 1,062 
[Gans to: MUNICTPAlitIEs SNE Ti eves oc ieee eee ge ee ge ee 367 360 
Other loans and‘investiments (NOt 3)” Gn a ae ee - Ble _ 230 
Total recorded ‘ASSetg? , cat... 20s pecaoktce nae ce raed cee eee jee rot hice 
INGE CEDE 5 205 i ices hee hice 0 a WOMRIS © savenned Gee oieie AMR a teeter 11,988 10,701 
23,738 21,924 

Liabilities 

Deposits with The Province of Ontario Savings Office ...............0.000. 623 560 
Pension funds (Niote.G) 22. deme sy. ce es epee eee 2,090 1,816 
Deposit, trust and Teserve ave oumtie..;. vey dean pasate seer ee 605 504 
AdVanCES paVAble sl. 22.1 ys teceseies cianaces vue teoiyae aie ease eke one 15 66 
Debentures: and. NOTES ING W)) sien «futures ee ee, oe ee 20,405 18,978 
pS OH bie 21,924 
Contingent liabilities (NoteR) Binate.0.9 cs ¢ et eee eee eee 8,289 7,593 











See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 


Approved on behalf of the Ministry of Treasury and Economics. 
A. RENDALL DICK, Deputy Treasurer of Ontario and Deputy Minister of Economics. 
G. McINTYRE, F.C.A., Assistant Deputy Minister, Office of the Treasury. 
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EXHIBIT 1 


NOTES TO THE FINANCIAL STATEMENTS 
(all figures in millions of dollars) 


1. Cash and Temporary Investments 


Temporary investments are recorded at cost and are predominantly short term securities issued 
or guaranteed by Canadian chartered banks. Also included are debentures and bonds issued or 
guaranteed by the Province which, at March 31, 1981, had a cost value of $60 million (1980 
$56 million) and a market value of $48 million (1980 $44 million). 


2. Advances to Ontario Hydro 


The Province, in addition to guaranteeing Ontario Hydro debt obligations, has issued $3,690 
million of U.S. dollar debentures on behalf of Ontario Hydro which have been recorded at par. 
At March 31, 1981 the Canadian dollar equivalent was $4,380 million. In 1980-81, the Prov- 
ince also borrowed $500 million for Ontario Hydro from the Canada Pension Plan in Canadian 
| funds. The proceeds of all such borrowings have been advanced to Ontario Hydro in exchange 
for bonds with the same terms and conditions as the securities of the Province. 





3. Advances and investments—Other Corporations, Boards and Commissions 





| 1981 1980 
| The Ontario Education Capital Aid Corporation ...................0065 $1,196 $1,274 
The Ontario Universities Capital Aid Corporation ..................... 1,144 1,174 
MOA Mitta’ COL POratOll!. e.kete. pir sysevin foe eed telaee van Cohite 568 585 
aA COL OLALLON © Gatatd Ao cergaing 1 aut’ bane Sodone nian ewan aA ahi 516 
Rr raraOs ries ¢ COT DOT AULON : tae reat wii Geaeek renlsus tbr ince <pyon vat 190 195 
: IPE eI IICIt OTOOPatOns GA 1i4 A Wo edakoksty cates pres tas bawedy aa Pree ary 240 216 
rete ee OL ee aide! BL aN. meee Nak Gee, wh G26 578260 
| $4,131 $4,220 








The Ontario Education Capital Aid Corporation has received advances from the Province to 
purchase bonds or debentures issued by school boards for capital expansion programs. The se- 
curities held by the Corporation are the obligations of the individual school boards. However, 
under current support arrangements for local school boards, approved debt charges are subject 
to Provincial grants averaging 75%. Effective April 1, 1980 the loan program was replaced by 
grants to school boards from the Ministry of Education. The Corporation will continue to 
administer the repayment of the outstanding loans. 


The Ontario Universities Capital Aid Corporation, under a program which was discontinued in 
1978, received advances from the Province to purchase bonds or debentures issued by provin- 
cial universities, colleges, the Art Gallery of Ontario, the Royal Ontario Museum and munici- 
palities on behalf of public libraries, for approved capital construction projects. The securities 
held by the Corporation are the obligations of the issuing institutions. Effective April 1, 1978 
the loan program was replaced by grants to the institutions which in 1981 amounted to $114 
million (1980 $115 million) from the Province to cover the full amount of principal and interest 
due to the Corporation. The Corporation will continue to administer the repayment of the out- 
standing loans. 


The Ontario Mortgage Corporation has used advances from the Province to provide primary 
and secondary mortgage financing for eligible persons. The Province paid subsidies amounting 
to $2.0 million in 1981 ($2.3 million in 1980) to the Corporation for certain loans made at inter- 
est rates lower than cost. 


The Ontario Land Corporation was established in 1974 to assemble land for new communities 
and industrial parks. In 1978 the Corporation’s objects were broadened to include land develop- 
ment. In this connection, certain assets of the Ontario Housing Corporation including land 
leases, mortgages, mortgage guarantees, agreements for sale and lands scheduled for residen- 
tial, industrial and commercial development, were transferred along with related liabilities to 
the Ontario Land Corporation with effect from January 1, 1979. The Province charges no 1nter- 
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6. 


est on advances being used to finance land holdings. At March 31, 1981 these advances were 
$399 million (1980 $400 million). 


The Ontario Housing Corporation plans, constructs and manages residential housing projects. 
Financing is provided by the Province and the Canada Mortgage and Housing Corporation. The 
Province’s share of the subsidy for the calendar year 1980 was $124 million (1979 $102 mil- 
lion). As described above, certain assets and liabilities were transferred to the Ontario Land 
Corporation with effect from January 1, 1979. 


The Ontario Development Corporation and the associated Eastern Ontario Development Cor- 
poration and Northern Ontario Development Corporation provide loans and arrange for provin- 
cial guarantees of bank loans to qualified enterprises. The Province has purchased an equity of 
$7 million and has advanced all funding for the lending programs of the Corporations. Through 
its budgetary expenditures, the Province also transfers to the Corporations an amount to defray 
the costs of all administrative expenses, loans made at low interest rates, certain loan forgive- 
ness, honouring guarantees, and writing off loans and losses. In 1981 these transfers amounted 
to $24.3 million (1980 $24.4 million). 


Investments in Water Treatment and Waste Control Facilities 

The Ministry of the Environment lets extensive contracts for the building of water and sewage 
systems to serve municipalities. These investments are being recovered over the life of the 
agreement with the municipalities. Agreements covering $1,022 million of the investment are 
for provincially-owned projects which are subject to service rate billings. The proceeds from 
billings are used to amortize the investment over periods up to forty years, to pay for operating 
costs and to provide a return on the investment. Certain other agreements provide for the 
accumulation of the principal portion of annual amortization payments in a sinking fund. The 
accumulated balance in such funds (included in deposit, trust and reserve accounts) was $44 
million at March 31, 1981 (1980 $41 million). Since 1978-79, the Province has changed its pol- 
icy and is phasing out its direct investment in favour of assisting municipalities by direct 
grants. 


. Other Loans and Investments 


Included in other loans and investments are Ministry of Health capital construction loans to 
public hospitals amounting to $198 million (1980 $217 million). During the current fiscal year, 
the Province made grants of $17.5 million (1980 $19.3 million) to assist public hospitals in 
meeting principal and interest payments. No new loans have been made since 1978 when the 
Ministry changed its public hospitals capital financial support program from loans to grants. 


Pension Funds 


1981 1980 

Public Service Superannuation Pundewel. te Pee ee ee, $2,072 $1,800 
Legislative Assembly Retirement Allowances Account .............. geyeds 16 
$2,090 $1,816 








The Province maintains accounts within the Consolidated Revenue Fund for all contributions 
and interest earnings less pension payments for both the Public Service Superannuation Fund 
and Legislative Assembly Retirement Allowances Account. The amounts recorded by the Prov- 
Ince are essentially the sole assets of these pension plans. 


Based on the latest actuarial report as at December 31, 1979, the Public Service Superannuation 
Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $83 million, upon which an interest contribution of $7 
eee is required to be credited annually in accordance with The Pension Benefits 
Ct. 
2. Residual unfunded liabilities of $233.5 million which are required to be amortized by 
annual payments of $33 million until January 1, 1990 and $32 million on January 1, 
1991 and 1992. 


As at March 31, 1981, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 
31, 1981 revealed a deficit of $957 thousand. 
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7. Debentures and Notes 
1981 1980 
Payable in 
Years of United 
Maturity Canadian States Deutsche 
ee a ren at y ype Dol lists wat Dollar gy A SpoletVarksy) sonasl Olly igs ong pe hota 
1981 $ $ $ $ $ 140 
1982 62 40 7 109 109 
1983 122 125 7 254 254 
1984 106 82 % 195 195 
1985 103 3 106 106 
1986 214 99 e' 316 
1-5 years 607 346 7 980 804 
6-10 years 2,472 44 6 D522 234 
11-15 years 4,478 4,478 3,831 
16-20 years 7,427 479 7,906 7,360 
21-25 years 1,389 1,102 2,491 26305 
26-30 years 174 1,738 IIe Di2ve 
31-35 years 69 69 51 
36-40 years nq ey yen) ee 47 36 
$16,663 $ 3,709 iid $20,405 $18,978 
The U.S. dollar debenture liability of $3,709 million is recorded at par with the Canadian dollar 
and with the exception of $18.1 million, has been incurred on behalf of Ontario Hydro. At 
March 31, 1981 the Canadian dollar equivalent was $4,401 million. As explained in note 2, the 
Province holds an asset of U.S. dollar bonds of Ontario Hydro recorded at a par value of 
$3,690.4 million. These bonds have the same terms and conditions as the securities of the 
Province and at March 31, 1981 the Canadian dollar equivalent was $4,380 million. 
The Province has borrowings of 114 million Deutsche Marks recorded at $33 million, the Cana- 
dian dollar equivalent at the time of issue. At March 31, 1981 the Canadian dollar equivalent 
was $65 million. 
8. Contingent Liabilities 


10. 


The Province is guarantor of certain debt obligations as follows: 











1981 1980 
Debentures, bonds and notes 
ONE OY he Oe a ates or asa ae Le eer h ets wdeoaatamea neon sane $8,182 5 O02 
OMe EEOVINICIA CLOWN MECNCIOS: yy 5o.7. cm. <wcsbecnvkn none vee eaaen Bs 10 
8,187 eau 
Bank loans guaranteed 
PeVOVUICIS COON TM AMCDCIOS ty ee notte tae see eden Societe teers 3 8 
Corporations and individuals through various government 
POU) SUAS ee ea wetness ie net PARR aren oe re eek nunca seth ean og tie 
102 ree! 
$8,289 Nee) 





. Long-Term Leases 


The Province has long-term lease commitments for accommodation amounting to $168 million 
to 1986 and an additional $118 million for years beyond 1986. The lease payments made in 
1981 amounted to $48 million. 


Teachers’ Superannuation Fund 

Through the budgetary expenditures of the Ministry of Education the Province makes annual 
contributions to the Teachers’ Superannuation Fund (which is administered by the Teachers 
Superannuation Commission) equal in amount to contributions by members. Further, the Prov- 
ince is committed to paying any deficiency in the fund. 


Based on the latest actuarial report as at December 31, 1978, the Teachers’ Superannuation 
Fund had unfunded liabilities as follows: 
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1. An initial unfunded liability of $328 million upon which an interest contribution of $23 
million is required to be credited annually in accordance with The Pension Benefits 
Act. 
2. Residual unfunded liabilities of $768 million which are required to be amortized by an- 
nual payments of $97 million until December 31, 1989 and $94 million on December 
31, LG: 
As at March 31, 1981 the Province had made all scheduled payments. 


11. Budget Figures 
The comparative budget figures in the financial statements were taken from the 1980 Ontario 
Budget which was presented by the Treasurer of Ontario to the Legislative Assembly on April 
22, 1980. 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure is a provision 
for the cost of salary and employee benefit revisions likely to be approved in the fiscal year. 
These revisions, when paid however, are charged to the affected appropriations of each min- 
istry. 


12. Property and Sales Tax Grants 


As a result of legislation, payments were made during 1980-81 for two new grants for senior 
citizens, the property tax grant and the sales tax grant. These payments directly increase the 
budgetary expenditure of the Ministry of Revenue by $268 million. 


Persons who are eligible for these grants are not entitled to claim property tax and sales tax 
credits for the same year. However in 1980-81 the Province’s personal income tax revenue was 
reduced by credits claimed by individuals for the 1979 tax year since tax credits are normally 
refunded to individuals in the calendar year after the year for which they are claimed. This prac- 
tice is consistent with that of previous years. 


13. Accelerated Local Government Grants 
In March 1980, the government tabled Supplementary Estimates to permit earlier payment of 
grants to school boards and municipal governments. The budgetary expenditures for the Min- 
istry of Education and the Ministry of Intergovernmental Affairs were increased by $82 million 
and $143 million respectively for payments which otherwise would have been made in the 
1980-81 fiscal year. 


14. Comparative Figures 


The 1980 comparative figures have been reclassified where necessary to conform with the 1981 
financial statement presentation. 
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EXHIBIT 1 


PROVINCIAL AUDITOR’S OPINION 


I have examined the statement of assets and liabilities of the Province of Ontario as at March 
31, 1981 and the statements of consolidated revenue fund, budgetary revenue, budgetary expendi- 
ture, non-budgetary transactions, debt transactions and Ontario Hydro transactions for the year then 
ended. My examination was made in accordance with generally accepted auditing standards, and 


- accordingly included such tests and other procedures as I considered necessary in the circum- 
stances. 


In my opinion, these financial statements present fairly the financial position of the Province as 
at March 31, 1981 and the results of its operations and the changes in its financial position for the 
year then ended in accordance with the stated accounting policies set out in the Summary of Signifi- 
cant Accounting Policies on page 1-2 of Volume 1 of the Public Accounts, which have been applied 
on a basis consistent with that of the preceding year. 


In accordance with section 12 of The Audit Act, 1977, as amended, a report will be made to the 
Speaker of the Legislative Assembly. 


F.N. Scott, F.C.A., 
Toronto, September 4, 1981. Provincial Auditor. 
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EXHIBIT 2 
MANAGEMENT BOARD ORDERS 
AMOUNTS AUTHORIZED AND EXPENDED THEREUNDER 
DURING THE YEAR ENDED MARCH 31, 1981 
DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Office of the Lieutenant Governor 
Office of The Lieutenant Governor Program 
Mar. 6, 1981 Office of The Lieutenant Governor ...... 10,000 10,000 
Mar. 15, 1981 Office of The Lieutenant Governor ...... 13,400 13,307 
23,400 23,307. 
Office of the Premier 
Office of The Premier Program 
Mar. 6, 1981 CHIICE. OF PNG PeUMen, saat enteat iis nocameaee 119,400 63,176 
Cabinet Office 
Cabinet Office Program 
Mar. 6, 1981 Main ORiCe S:2e-. concede tars alae aw aun 115,100 101,783 
Management Board of Cabinet 
Ministry Administration Program 
Mar. 15, 1981 Mat OTICE 53s occah eee eee irae eee 71,400 26,642 
Management Audit Program 
Mar. 15, 1981 Personnel Audit’ 24.04. akc cos Utara ete 23,600 3,544 
Employee Relations Program 
Mar. 6, 1981 Public Service Appeal.Boards ............... 183,600 [57,48 
Mar. 15, 1981 Statr-Relatianss ides ew eee sae 14,000 = 
Government Personnel Services Program 
Apr. 14, 1981 French Language Services ...c/-.0.0..:s1100 155,000 140,604 
Mar. 15, 1981 Statt Training Services. ae 140,000 61,988 
587,600 390,195 
Ministry of Government Services 
Ministry Administration Program 
Apr. 14, 1981 Finanetal Services ¢.acc.040 eke 40,000 — 
Mar. 15, 1981 Personnel Services, ct ere 30,000 25,395 
Mar. 15, 1981 i , : > 
: : Legal DEUVICES. paca a eet ee meee eee 39,900 37,407 
Provision of Accommodation Program 
Mar. 6, 1981 Capital Consiruction tee ene eee 2,784,500 2,784,500 
Mar. 15, 1981 Capital Gonstnction. 006-0 oe 1,892,4 0 
A | Pe rT RUM Ais siaar si acaearardaca eae 892,400 1,892,40 
pr. , 1981 Capital Construction 27.5 ss eee 1,339,300 1,247,620 



























































EXHIBITS Pail 
DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Government Services (cont’d) 
Mar. 6, 1981 Accommodation Alterations .................. 500,000 500,000 
Apr. 14, 1981 Accommodation Alterations .................. 271,500 262,022 
Apr. 14, 1981 Real Property Management casio. ace. treet 75,700 — 
Upkeep of Accommodation Program 
Mar. 15, [931 PLOCC AME AC MM SILAUOT can corer eee 419,600 300,030 
Mar. 15, 1981 Repairs, Operation and Maintenance ....... 1,675,900 1,675,900 
Apr. 14, 1981 Repairs, Operation and Maintenance ....... 1,399,700 1,271,944 
Supply and Services Program 
Mar. 6, 1981 Publications and Printing Services .......... 350,000 250,05) 
Mar. 6, 1981 CEQUSCUON DCI VICES cea arnneenee ueeeaes ERE Ue 35,000 35,000 
Apr. 14, 1981 SSIS CHIOMMOCINIGC MN caarica uta the sn as 15,000 4,892 
Apr. 14, 1981 Werislatine Senvices -eansiniel Maehacr. Le 35,000 ale 
Mar. 15, 1981 Gore minienieayMients Wena. ata 493 ,000 333,446 
Apr. 14, 1981 EMployecwAeCaeSeLVICES wo seule. c ese 10,000 — 
Mar. 15, 1981 Elo veCMDatar Services .coti cua) tens eaveres 33,100 — 
11,439,600 10,634,764 
Ministry of Intergovernmental Affairs 
Ministry Administration Program 
Feb:. 3; 1981 Mali OM Cerrs AU ne capes ce emianss 331,700 310,574 
Feb. 13, 1981 PPOLOCOIPS CL VICER eure tatiassiatitican ntrnenanls tt 71,600 70,666 
Apr. 14, 1981 TRE SAU SELVICES tenes os Set hiner maa ety ek 30,000 26,586 
Intergovernmental Affairs Program 
Mar. 6, 1981 Intersovernmental ATtalis.”. aiu./ Ancram us se 150,000 112022 
Apr. 14, 1981 inter sovermental Alias. |. Aiea d tee 8,800 — 
592,100 519,848 
Ministry of Northern Affairs 
Ministry Administration Program 
Mar. 6, 1981 NDI OLLICS treater eon ace woe 211,000 185,936 
| Mar. 6, 1981 Analysis and Planning ............-+...s++0+5 38,000 17,538 
Project Development and Community 
Relations Program 
Mar. 6, 1981 Regional and Community Relations ........ 149,300 — 
Mar. 6, 1981 Project Development and Implementation . 126,800 — 
Regional Priorities and Development Program 
im@Mar. 6, 1981 Regional Priorities ..............sseeeeeeeeeee es 5,709,000 5,562,139 
Mar. 6, 1981 INO ETTN ROAUS Se. boy foe is ray. ogee a 500,000 54,001 
_ Mar. 6, 1981 IRS OLVACE Stee oe ate acer tats nRaes 1,915,000 1,914,992 
8,649,100 7,754,602 
Ministry of Revenue 
| Ministry Administration Program 
weed. 20, 1981 Analysis and Planning .....-...--.++-+.s+s0+++ 34,700 aloes 
“Mar. 15,1981 Analysis and Planning ...........--..- 21,000 


Ways 


» seamen icone SA SAS CSAS a ag ate mae eect apo GaN ep Aa ee dae naan a ae arco a edema a gp 


DATE OF 
ORDER 


Mar. 
Apr. 
Mar. 
Mar. 


Apr. 


Apr. 


Feb. 
Feb. 
Feb. 


Apr. 
Mar. 


Feb. 


Mar. 
Apr. 


PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
epee nai ye ge 
$ $ 
Ministry of Revenue (cont’d) 
Legal Services 1... stsh.7k bce ernie he 48,300 48,197 
Adit Services: io). .cccaacevenss Race heeeee 12,000 4,791 
Financial Services 77s (..a0s 0. cd eee 62,400 58,763 
Supply and*Office Services << aac. b stone cae 87,100 64,864 
Personne Services «cwarewast wit cconeeeel 46,000 46,000 
Personnel S@rvices .cccenaiagust eee 16,000 7,893 
COMMUNICATIONS SEIVICOS Js.c5cac: Ata ase 40,900 40,900 
CoOmmnvanicaligns SeIvices «4.0.5. <snec ee 700 67 
Systems Devélopmefitmervices...cace.tae ys: 158,000 158,000 
Systems Development Services .............. 17,900 402 
Administration of Taxes Program 
Special INVESGUANONS” .cversexese<s as tonsree 12,800 — 
RGEVenue ROESEBEGN Si caieies val wa wrens 56,700 56,508 
Corporations Tax and Other Taxes .......... 434,300 434,300 
Corporations Tax and Other Taxes .......... 216,600 216,358 
Gasoline Tax and Giter Taxes .csrcrcccg ee 229,600 229,600 
Gasoline Tax and Other Taxes a..iek. 0 245,500 244,687 
Retail Sales Tax and Other Taxes ........... 495,900 495,900 
Retail Sales Tax and Other Taxes ........... 174,100 165,217 
Guaranteed Income and Tax Credit Program 
AVGROINTST AUTOM, Seyi sis a eet tes ee 17,000,000 16,571,905 
AGiniiistltation sees ce cries teen eee 170,500 — 
Administration Ac 5.<ccc nessa eee 69,100 a 
Municipal Assessment Program 
PLCITIIDIStPALON sac oes ee ose ali ate ee 49,700 49,700 
AGMINIS@aUOD ie. ort hels Ah eee eee 59,500 55,043 
Assessment Standards ...d:¢eeuiee erste 56,200 39,120 
Assessinent Field Operations 00227. ie 2,910,200 2,910,200 
Assessment Field Operations »...seA- tone 221,000 150,496 
22,946,700 22,096,445 
Ministry of Treasury and Economics 
Ministry Administration Program 
Mair? OTB Ge ces cate reer ave bh SA eA 54,000 4,758 
Financial Servicesursissskitsestacctaeee 25,000 24,605 
Supply and Office Services sei: Sssn eee 230,000 136,332 
Personnel Services) 77. .042sc01 se A 56,000 47,793 
Information Services acini eraser 19,000 3,706 
Treasury Program 
Treasury: <3<ceeetee a) haat eae 174,000 29,417 
Central Statistical Services Program 
Central Statistical Services: cni-sicicce 110,000 — 
668 ,000 246,612 
Ministry of the Attorney General 
Law Officer of the Crown Program 
AOTC yCION STA ca ac) ala cas eee 51,000 51,000 
Atlomey: Géenetal yun yes.) ae. 7,000 6,934 


155 1981 
15, 1981 
£5, 1981 
1981 
1981 
1981 
15, 19381 
198] 
1981 
1981] 


15; 1981 
1981 
1981 
198] 
20, 1981 
Payee 
1981 
1981 


3, 1981 
198] 
198] 


1981 
14, 1981 
198] 
15, 1951 
198] 


198] 
1981 
198] 
198] 
1981 


6, 1981 


198] 


6, 1981 
14, 1981 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of the Attorney General (cont’d) 
Jan. 6, 1981 Polcy Dev elopmentw .....es. See eee 300,000 300,000 
Mar. 6, 1981 POMC DEVELOPMERL: cho. isiccs-.s.cnvnn SOD 310,000 310,000 
Apr. 14, 1981 BMC VDE VOROP IDEN ban daseidenaensiannencere Me 45,000 35,228 
Apr. 14, 1981 Law Research (Ontario Law Reform 
AOMDINSBIOR bigidadscis aisle SU9 4 Se Ts Py RA WR 18,000 ~ 14,354 
Jan 6, 1981 Raval Commissioiisies vee aheedsbece’d amu 370,000 304,432 
Administrative Services Program 
Mar. 6, 1981 WIR OMCEG A Sh voxnB ane cece MA ney 5,065 ,000 5,037,744 
Mar. 6, 1981 PUNADCUA SET V ICES RAs dv !h. co ccesveiessisscanedicn'>-cosoe SOR 140,000 139,996 
Mar. 6, 1981 Personnel Services ys Mu eee 40,000 31,308 
Mar. 6, 1981 PBSINSIS TAN PIANNING ois. senv's-squedagadetennees 6,000 — 
Guardian and Trustees Services Program 
Mar. 6, 1981 (pare PRUGTIE Tet les) ( ie 7 ea enero ee 150,000 ~ 150,000 
Apr. 14, 1981 DMA LA SIDTOIATNe Riis SBC o cite t. toa 180,000 179,969 
Mar. 6, 1981 Pitre hi Pi S COR as er ee Le igh a ce 300,000 300,000 
Apr. 14, 1981 )aNlel RPE Rubi cack Coen eam Ae es rom ia 80,000 74,074 
Mar. 6, 1981 Supreme GC OurtACCOUNTANE occ cacceaet cunts 26,000 23,010 
Crown Legal Services Program 
Mar. 6, 1981 era aw DINTSION ua iin c noe sneeon poms es 1,600,000 1,349,587 
Mar. 6, 1981 PPR eI VISION 2 ose coh ae ho dealt ee 100,000 68,140 
Courts Administration Program 
Mar. 6, 1981 Prosram Administrationyieiwrss: 3 ws ecumu ys: 30,000 23,798 
Mar. 6, 1981 Snpreme Courrof Ontati0 21... caee cs sateee- 725,000 725,000 
Apr. 14, 1981 BUMS COUT OT OMIATIO® . 6g ency ee he este von 20,000 19,374 
Mar. 6, 1981 County and District’Courts .-...52.. 02.5... 25 2,900,000 2,900,000 
Apr. 14, 1981 County dma DISthict COUNMS «fis sc0s0essane rhe 114,000 113,997 
Mar. 6, 1981 SUE CV ne 3 ie) he bee Seep a ene 480,000 480,000 
| Apr. 14, 1981 UNE ESA GET cy Ga 1) oo: eee cian ee ah I 60,000 59,953 
Mar. 6, 1981 Pi ANG AU OUINS os artigo chore aie crsreernnde 3,130,000 31293983 
Administrative Tribunals Program 
Mar. 6, 1981 Assessment REVIEW Court ®: ccc iigene ep seas os 310,000 309 ,969 
m Mar. 6, 1981 Criminal Injuries Compensation Board ..... 475,000 465 ,983 
i Mar. 6, 1981 Ontario Municipal Board 255... 2e.s cena: 380,000 380,000 
Apr. 14, 1981 Ontario Municipal Board .........,....+++++-. 40,000 32,631 
17,452,000 17,016,924 
Ministry of Consumer and Commercial Relations 
| Ministry Administration Program 
| Feb. 20, 1981 Main Office Vetet SCG a eee Cee oe nT 133,600 1335153 
Mar. 15, 1981 Financial Services 10% odin oe ele 8 110,400 106,480 
Mar. 15, 1981 Supplies and Office Services ...........+65++ 91,700 $3,521 
'_Mar. 15, 1981 PetROUNG ly SEI VICES) phere 00 rest nsehio deen nes 30,600 26,673 
Mar. 15, 1981 TNLOCTALLON SCLVICES. cece cc ccna ve ee ca crores apes 358,200 355,442 
| Mar. 15, 1981 Analysis and Planning ...........-.:.:sssereee 59,000 39,807 
| Commercial Standards Program 
Mar. 15, 1981 ROTTIeS Guia ooh regio dee geeeeaseaene 416,900 ae 
Feb. 20, 1981 Dect Plan Some ace boaca ser es it erot een 136,800 126,96 
Mar. 15, 1981 Financial Institutions xyxss vases oper see aeare 558,500 eee 
Mar. 15, 1981 COMPANICS we diverspsasenspege 1s a ea ees 21,700 ee 
20, 1981 Business Practices ........ detrei ei 813,300 808, 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
i a i ae A a eee 
$ $ 
Ministry of Consumer and Commercial Relations (cont’d) 
Technical Standards Program 
Mar. 15, 1981 Pressure’ Vessels Satety + .c.tunussca nen 124,800 123,815 
Mar, 15, 1981 Blevatin es DEVICES, 7hcoscuni drain mmc ee aan 189,400 Pao ie 
Mar. 15, 1981 Fuels Satety’ 27.0.5 ceean tte ae ac re | 164,400 164,323 
Mar. 15, 1981 Upholstered and Stuffed Articles ............ 5,100 5,025 
Public Entertainment Standards Program 
Mar. 15, 1981 Regulation of Horse, Ractiii avai. cee 105,300 104,077 
Mar. 15, 1981 Theatres, Lotteries and Athletics 
COIN SSLONGE: eaten etn cette kcans ee 29,700 25,483 
Property Rights Program 
Mar. 15, 1981 Real Property Regisinamotins. svat. aces oes 913,400 OL 253 
Mar. 15, 1981 Legal and Survey Stamdards a. fino. Serle 143,800 140,726 
Registrar General Program 
Mar. 15, 1981 me cistrar: Crenerdl pany way poo 300,600 292,634 
Liquor Licence Program 
Mar. 15, 1981 Liquor Licence Board of Ontario ............ 325,600 322,818 
5,032,800 4,897,996 
Ministry of Correctional Services 
Ministry Administration Program 
Mar. 6, 1981 IADANCIAN OELVICES J .carheeeh ss iaen suas eer 198,800 128,735 
Mar. 6, 1981 Supply-and Office Senvices bcp cceaenacons 4,700 3,032 
Mar. 6, 1981 PSrsonnel services. cu, <.csis sages ohn shen tests 1,700 _ 
Mar. 6, 1981 Intormation Services sve iis) skcaaseeee 39,600 30,820 
Mar. 6, 1981 Analyetsand Planninie yk icetsiais somes 31,700 20,858 
Mar. 6, 1981 ACIT Or VICGR? oxcagac pen sarua deat ce te ode eee eo) 15,504 
Institutional Program 
Mar. 6, 1981 Proeram ACministragony c.. ecasc asoccnseuaad 139,600 109,821 
Mar. o 1981 Care, Treatment and Train’ «ass sae tusk es 9,006,600 8,422 432 
Mar. 6, 1981 Institutional Program Development ......... 270,200 229 430 
Feo... 13, 40a) Institutional Staff Training ............0s..06 191,000 190,202 
Community Program 
Nov. 4, 1980 Program AdimMInISHAuGh Vivica ceereasees 150,000 140,222 
Mar. 6, 1981 ProgramoAdMinisttaat o)iy2.cc0 sca een 146,900 
Mar. 6, 1981 Probation and Parole Services ............... 1,138,900 1,136,339 
Mar. 6, 1981 Ontario Board of Parole Services ............ 94,700 47,021 
Mar. 6, 1981 Community Resource Centre Services ...... 14,500 12,890 
Feb. 13, 1981 Community Program Development ......... 125,700 110,784 
Mar. 6, 1981 Community Program Staff Training ........ 21,600 
11,601,700 10,598,882 
Ministry of the Solicitor General 
Ministry Administration Program 
Fey “13, 1981 ICT ICG oscar Gs py ellen ey at he odie 26,000 26,000 
Apr. 14, 1981 IVician, OUTICG:~..7, cake et ce eeen cece renee 100,000 96,633 
Feb) 13% 1981 Financial Servicesrcxnae ncaa eee 79,000 78,851 
Pebe 1321981 Supply and Office Services ................0.. 14,000 2,747 


Feb. 13, 1981 Personnel Services 87,000 73,643 


Cy 




















EXHIBITS {35 
DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of the Solicitor General (cont’d) 
Feo, 13,1981 Agalysis:and Planning sad ess Vee 15,000 10,454 
Feb. 13, 1981 OPA SetVICe SIL AUE iin fee ese aalansa ide 15,000 3,181 
Feb. 13,'1981 AUC SOINICeS Me Manas one bes 14,000 7,049 
Public Safety Program 

Feb. 13, 1981 Prostar ViatASeIHeNL fnkrye mute atin arco 472,300 450,145 
Feb. 13, 1981 Centre of Forensic Sciences .................. 164,000 164,000 
Apr. 14, 1981 Ventre of Forensic Sciences® 0 iicsivecens ey 70,000 19,597 
Feb. 13, 1981 FAFOESOICLY ELV IOCS en ig ted Ui Sane oe ene rmAA TDD 292,000 292 ,000 
Apr. 14, 1981 PRC OAUCLY SSCL V ICC SO Eta T apr h. MNen a ates 115,000 113,422 

| Feb. 13, 1981 Coroners’ Investigations and Inquests ...... 76,000 14,367 
Pep. 13; 1931 Porensic’ Patholog yeas see ed sat. cites eee 19,000 — 

| Supervision of Police Forces Program 
Feb. 13, 1981 MACK POUCE CONC E Om clett sia l iat ican 141,000 81,345 
rep, 13; 1981 Ontario Police Arbitration Commission .... 5,000 5,000 
Apr. 14, 1981 Ontario Police Arbitration Commission .... 10,000 7,348 

Management and Support Services Program 
Feb. 13, 1981 Office of the Commissioner .................. 42,000 24,417 
Feb. 13, 1981 BEA SPCCUOI hier tie tie tra sii hane ber macy 13,000 — 
eb. 13, 1981 SOLAN SURtma MRS ant rc: neh avo tsa n von ada kao 115,000 115,000 
Apr. 14, 1981 EONS scent ORO rye eek ea eGines na vbleer ae 250,000 156,160 

mreb. 13, 1981 ATANSPORE a) o.12 coated ee ie aerate «6 179,000 179,000 
Apr. 14, 1981 Teri Ta/elg: yeh Rucee ee” ey eee eer eee 533,000 A73.521 

! Feb. 13, 1981 PE OTVNIGICALIONS i. Miiaepaiieas thy oo cone voles ae 32,000 — 
Feb. °13,°1981 aT SiMe SMe Renmre arte cesta nactt is to 44,000 39,755 
Feb. 13, 1981 WRENS Mere se Oey madi ecko aaa s eR 41,000 32,541 

Operations Program 

@reb. 13, 1981 Oar e Ce eta yrderee sere 945 ,000 945 ,000 

| Apr. 14, 1981 1a SCL VICES: ree ean teh uae ramnsl renee tan 495 ,000 431,047 

/ Feb. 13, 1981 TARP STIFOVECITICLIL Sees ace baa ee'eee sa aedgers 15,040,700 14,727,437 

' Feb. 13, 1981 Ontario Government Protective Service .... 187,000 130,059 

mreb. 13, 1981 ReCiSiatiOn . tencreteoedbway Te sats Rig oases 26,000 LTS 

mreb. 13, 1981 OMUMUNITY ELVIN ES. cnccce a ae cosiiin ices andnees- 69,000 68,654 

19,726,000 18,785,550 
Resources Development Policy 
Resources Development Policy Program 
Aug. 12, 1980 Royal Commission on Electric Power 
Ae MPI es Ns ae eat Oh aa aidase elas ake 28,000 25,903 
Ministry of Agriculture and Food 
Ministry Administration Program 
) Mar. 6, 1981 VET ie Gy Gite Deen ne eee eee eee ee 202,000 a ae 
Apr. 14, 1981 Nitin (Otte Le ae ah adr xen een vag on 45,000 ae 
Mar. 6, 1981 ANCIAL SOIVICE Sok Aedes vasks cnveese ann 60,000 ; 

# Mar. 6, 1981 Supply and Office Services ...........6..006 46,000 sai 
Mar. 6, 1981 Pérsonneli Services ove eadev..0. LA. 75,000 Kee 
Mar. 6, 1981 Information Services .......:.scceereereeeeees 374,000 ey a 
Mar. 6, 1981 Analysis and Planning .........-...6::10 Lets ep 

Mar. 6, 1981 Legal Services wyaveanb lee ahs uit aaa ce atee ene 

Mar. 6, 1981 AUIditsS CLViCeiieeay tite ic senaversins+ nrreeernee : ; 


136 AUDITOR’S REPORT FOR 1980-81 





DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
fia neni a ie eee 
$ $ 
Ministry of Agriculture and Food (cont’d) 
Agricultural Production Program 
Mar. 6, 1981 ACIMINIStPatlOniis Marka cee) cea eens 12,000 — 
Mar. 6, 1981 AGVISOLY  SCLVICES (rece 8 jus cece v9 ome nents 2,777,000 2,644,008 
Mar. 6, 1981 Other Assistance to Primary Food 
PrOgductiOtt unos fee cosn ee ete tale ee 9,000,000 — 
Agricultural Marketing Program 
Mar. 6, 1981 AN GINTERIS TE ATION ft. ct wie Bharani th epee wea 18,000 9,716 
Mar. 6, 1981 MEAT REUING adwas cient pies ca idh hahah < es oe 175,000 175,000 
Apr. 14, 1981 IWAATIGUIN Be va nttias fi sie betce ta bates cays ay ont) pa 35,000 16,980 
Mar. 6, 1981 Quality Control of Agricultural Products ... 1,181,000 1,106,415 
Agricultural Education and Research Program 
Mar. 6, 1981 AGITINISTEALECT 1c. ecateabinteed es Goes nek ee 35,000 9,399 
Mar. 6, 1981 UC AU ONG. echeuammunentes (xo ois tee” 270,000 — 
Mar. 6, 1981 Research iv <sus1 14 eigoeatme ves la terekurip ame 1,040,000 1,040,000 
Apr. 14, 1981 INCSEATCIY. (2.4 «11-5 con WAR pERe ae ess Cape eee 240,100 160,312 
Mar. 6, 1981 Ontario Agricultural Museum ................ 82,000 44,245 
15,805,100 5,962,174 
Ministry of Energy 
Ministry Administration Program 
reba 13; 1981 Waa OTT Gel ces. 2c septs rentals sxe ok siete 325,000 269 ,568 
Regulatory Affairs Program 
Mar. 24, 1981 ProverarivAniiis heaton Mies vcr cares seen swans 95,000 40,068 
420,000 309,636 
Ministry of the Environment 
Ministry Administration Program 
Mar. 6, 1981 MainsOnicd 2 estas ne asl cous cae: 75,000 50,582 
Mar, 6,°1931 PINGMCIAlSGIrVices syin ews 54 ee 221,000 180,156 
Mar. 6, 1981 supply anchOMice Services a: cecinsaensbaouee 141,000 140,989 
Mar. 6, 1981 Personnel Service aire cece orice keh ene 147,000 50,530 
Mar. 15, 1981 Personnel iSO ViCG Sits eases eae Chia 3,000 — 
Jan. 20, 1981 THTOTMmation SGRMiCee casas. bons dee 734,000 734,000 
Mar. 15, 1981 Information Servicestysivie..ei.? toe 18,000 2,507 
Mar. 6, 1981 Analysis and Plannin@/vct 2.ancsehetcn de, aes 74,000 23; koe 
Mar. 6, 1981 Legal SERICOR oceans Wursdashe ad cei casineewa 70,000 70,000 
Apr. 21, 1981 Legal SQIviCGS crue ee age i ee 25,000 24,523 
Mar. 6, 1981 AUGIt Servieesc....ccatasd air ee 8 ,000 — 
Environmental Assessment and Planning 
Program 
Mar. 6, 1981 Prosram Administration... iasneet) eee 281,000 —- 
Mar. 6, 1981 PASTE SOUICER ites oh a a ee 381,000 381,000 
Mar. 15, 1981 Pit ROSOUPCES ico)... dnl ee 12,000 11,699 
Mar. 6, 1981 Water Resources... amarice falcons ee 319,000 190,037 
Mar. 15, 1981 Water Resourcés.; 2k Fa ae ee 32,000 ams 
Mar. 6, 1981 Polliation Control Planning):0c..0..0c ml 217,000 160,510 
Mar. 15, 1981 Pollution Control Planning \.20-1...0..aeeeen 31,000 = 
Mar. 6, 1981 Environmental Approvals and Land Use ... 160,000 72,966 
Mar. 6, 1981 Royal Commission on the Northern 
EM VILONmMent so) heres ee he 19,000 — 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
rr ee Bee a es es oe BE 2 Sets, LS Se 
$ $ 
Ministry of the Environment (cont’d) 
Environmental Control Program 
Mar. 6, 1981 PLOSTAMIMA CUUNISUALION | oc Orting son.cceucn seve: 321,000 321,000 
Mar. 15, 1981 Program Administration ..................005. 12,000 45 
Mar: 6, 1981 Iiaustrial ADSMEDt: <.5ca0,c0 een Pe 792,000 762,202 
Mar. 15, 1981 (naustrial Abatement’ ass; .s: cne+soskt eavioeus 45,000 — 
Mar. 6, 1981 Municipal and Private Abatement ........... 624,600 180,303 
Mar. 15, 1981 Municipal and Private Abatement ........... 62,000 — 
Mar. 6, 1981 Plant Development and Construction ....... 204,000 —~ 
Mar. 6, 1981 PAV Glin OTs 028 6) lee eee none ay ei ae a 1,812,000 1,349,167 
Mar. 15, 1981 LST TS @) 0 Pein Cal ean gc no i sss aR ee oe eA 8,000 — 
Mar. 6, 1981 Laboratory and Technical Support .......... 915,000 915,000 
Mar. 15, 1981 Laboratory and Technical Support .......... 142,000 58,837 
Waste Management Program 
Mar. 6, 1981 NYS Pat IZAblOl cat ten Bean tenine ceeeaex 110,000 70,926 
Mar. 15, 1981 DV ASIC way StCIIS) PANTING 8) beeen enanideren dan 04 18,000 — 
8,033,600 5,750,814 
Ministry of Housing 
Ministry Administration Program 
Mar. 6, 1981 BUM UY AN MICO CIVIC ES ania pacer deacnnsmbe 311,800 154,668 
Community Planning Program 
Mar. 6, 1981 OC Cter AUDIO rade. pete ty, venhn te 45,000 44 925 
Ontario Housing Corporation Program 
Mar. 6, 1981 Ontario Housing Corporation ................ 7,950,000 6,729,496 
Ontario Mortgage Program 
Mar. 6, 1981 Mortgage Administration ...................55 120,000 59,914 
8,426,800 6,989,003 
| Ministry of Industry and Tourism 
| 
| Ministry Administration Program 
Mar. 6, 1981 PinAnciali SELMICES 2 farce Fe ce ea eee 53,400 53,400 
Apr. 14, 1981 Pitancia lp perviCSryy fisige es tees eo eee tte? 21,000 20,543 
Mar. 6, 1981 Supply and Office Services ..............+0+5 118,800 118,354 
Mar. 6, 1981 PACSONNEL SCCVICES. ass siteoceoen as dlueltabtdetens 68 ,400 54,496 
(Jan. 20, 1981 PLAT ALOU SCLVICES: oe acco n users vacancdewnn 444,000 444,000 
'Mar. 6, 1981 TALOUTIAT ON CEVICES. noice accde vanities soos aoe 231,000 231,000 
Apr. 14,1981 Information Services ...........0:eree 27,000 26,640 
| Mar. 6, 1981 PAUIt SELVICESs une cc Soca com ho mtret ute <b 5,000 — 
Policy and Priorities Program 
Mar. 6, 1981 Program Administration ........-.+...s0s01ee 40,700 27,231 
iMar. 6, 1981 Industry and Trade Analysis .............+.+. 36,000 26,521 
“Mar. 6, 1981 Industry Sector Policy ............0eee 75,100 pay 
‘Apr. 14, 1981 Industry Sector Policy .......-...::essseeeeeees 8,000 : 
Industry Development Program 
Mar. 6, 1981 Program Administration ............::s0600++ 30,000 ae 
Mar. 6, 1981 Small Business Development .............-+- 287,600 on aae 
Mar. 6, 1981 Industrial Development ..............0eeeeee ee eee 
‘Apr. 14, 1981 Industrial Development ..............:+:se 230,00 
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DATE OF 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Industry and Tourism (cont’d) 
Mar. 6, 1981 Trade Development": mvce. saemace tne, 1,105,000 984,815 
Mar. 6, 1981 Operations 2 latices cae eee 2,145,400 2,010,842 
Mar. 6, 1981 Evaluation and Assessment: ..:: aaa 204,000 204,000 
Apr. 14, 1981 Evaluation and Assessinent 25.2. eee 30,000 28 ,930 
Tourism Development Program 
Mar. 6, 1981 Tourism Marketing Development ........... 5595500 559,500 
Apr. 14, 1981 Tourism Marketing Development ........... 62,000 56,354 
Mar. 6, 1981 Tounsin FieldiQperationa +s.) etree 162,000 199,720 
War Gy 1761 RESOL De VElODMIeEni ay terete at a) eee 4,000 3,586 
Ontario Place Corporation Program 
Mar. 6, 1981 Ontario’ Place’ Operanous. i: uaraate rene 540,000 540,000 
Mar. 6, 1981 Ontario Place Development: .: i ...j.2ce bea 194,000 194,000 
Industrial Incentives and Development 
Program 
Apr. 14, 1981 Ontario Development Corporation .......... 891,000 891,000 
Apr: 21, 1931 Ontario Development Corporation .......... 6,000 6,000 
Apr: 28,1981 Ontario Development Corporation .......... 5,500 4.528 
7,935,400 T,312,008 
Ministry of Labour 
Ministry Administration Program 
Feb. 3, 1981 Main Office. 2.4 ERR AOE A 166,500 166,500 
Mar. 6, 1981 Mate OTCE. 5 reins danas masini Pete A eee 442,000 221,498 
Feb. 3, 1981 Financial Services gyc.ccen nce tee 106,700 106,700 
Mar. 6, 1981 FINANCIAL SELVICES ctiviun dessa h lmenaeaea tae 30,000 6,316 
Ferien snlvad Supply arid Ollice Services..... cas steeae. 237,000 237,000 
Mar. 6, 1981 supply and Office Services 4.....7 ee 60,000 19200 
Feb. 3, 1981 Persie SCEviCe es ex sco. cic heen 100,700 66,557 
Feb. «3/1981 HLOMMALION SCLVICGS sec ncc cas cnctents se eerie 32,000 32,000 
Mar. 6, 1981 [AT OnMmattOnCMeIVICRN: ir. )cves acne cores 85,000 73, 
Feb:;. «35 1981 ANALY S16 MATA DIANA octets osc sistance 189,600 134,006 
Mar. 6, 1981 Analysis and ‘Pignmiaig'? o.oo 15,000 
BeD.. ) 5 ORT UC SOTVICES: sii. vias. sacar atari 17,800 12,182 
Bebe, 53,0198 1 Systems Development Services .........semk 83,000 43,349 
Mar. 6, 1981 systems Development Services.....5. seam 20,000 
Industrial Relations Program 
PeOm, 3-01 981 Program: AdMuunstratiOns.c.csscasceeeensees 29,600 — 
Mar. 6, 1981 OTHE OL Arbirattanianacd serio doreasncT Meee 30,000 5,202 
Women’s Program 
Feby 3; 1981 Women Crown Employee Office ............ 21,300 11s 
Mar. 6, 1981 Women Crown Employee Office ............ 8,000 aa 
Feb. “32981 Women’s) Bureausenest sc ee eee 55,700 55,700 
Mar. 6, 1981 Womens Bureas.ccccycsnccGineciea MOA eRUeaN 50,000 44 246 
Occupational Health and Safety Program 
Fepy © 35 1981 Program Administration “a0; 0. een 35,600 — 
Pepa os 1oet Construction Health and Safety .............. 391,000 391,000 
Mar. 6, 1981 Construction Health and Safety .............. 230,000 96,333 
Mar. 6, 1981 Industrial Health and Safety .................. 190,000 4,687 
Feb? “3.1981 Mining Health and Safety ...wvne Le 189,600 93 ,092 
Feb. 3, 1981 Occupational’ Health Sk Nek eee 509,600 97,602 
Fema e-3,. 1981 Special Studies and Services ..........s:..... 136,300 = 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
$ $ 
Ministry of Labour (cont’d) 
Employment Standards Program 
Feb. 3, 1981 Employ ment orandardsvntca scl. cue sucure ees 1,074,300 1,074,300 
Mar. 6, 1981 Einplovinent standards.) feces ies eee 150,000 70,136 
Human Rights Commission Program 
Feb 3, 1981 Human Rights Commission .................. 318,400 a 
Labour Relations Board Program 
fan. 20, 1981 abour Relations Board: 25) ici. ete 300,000 300,000 
Feb. 3, 1981 Labour Relations Board ..4..ee ak) ae 260,700 162,575 
Mar. 6, 1981 fabour Relations Board: i.4.2.74... Sen eee 60,000 — 
5,625,400 3,514,021 
Ministry of Natural Resources 
Ministry Administration Program 
Feb. 20, 1981 I La AGEL OC ce) ait eh rca yeahs: ae Guuih taglote 743,300 714,729 
Mar 6, 1981 Sup phy cand. OMICS SCLVICES oo .c-.09s co wenses ons 219,800 209,519 
Feb. 13, 1981 BERNE SCLV ICC Se er oie ee wi ee se ios 247,800 247,124 


Systems Development Sctvices .......2..4..4- 35,100 19,426 
Hea ELVA COS cumeartisesms nose yt macieaaais: 107,300 100,840 
BOI ACU SLALOM) fete ceca s nade vem asce 1,969,400 1,969,400 
PRCT AIIM ISIE AUI OU tee cease eee de oe ete: 82,000 69,007 


Land Management Program 








Feb. 20, 1981 Water Control and Engineering .............. 772,500 772,500 

Apr. 14, 1981 Water Control and Engineering .............. 105,000 73,842 

Feb. 20, 1981 POPES PLOteCUlON wet ce roc odiacsan chee ceed 1,693,800 1,646,758 

Mar. 6, 1981 PATNI SCL VICE conctea ments 6525 ATR GR SA oe does 474,300 474,300 
Apr. 14, 1981 PAC OOt VCO Mais cerensaas «tacennanarne- Shek Maareee 63,000 55,294 
Mune 30, 1980 Ekta Fite Pighting onc asec sas os scbageerontt 8,000,000 8,000,000 
July 8, 1980 Bxtrasbitc Piontin ea wee atcrake ened ees 10,000,000 10,000,000 
Boept. 15, 1980 kites te PACING tags eines << sbrihase 3,000,000 pi ES) Views We 
Feb. 20, 1981 Land and Water Classification ............... 339,800 339,800 
| Apr. 14, 1981 Land and Water Classification ............... 107,000 16,298 
mylar. 6, 1981 Land, Water and Mineral Title 
| AGininistratlonugae see ee eas See 320,800 299,627 
Apr. 14, 1981 Conservation Authorities ~..7...:)....2.-..-- 5,262,500 51283876 
Mar. 6, 1981 Basic Mapping and Geographic 
| Reerencine eee ee. 47,600 19,384 

Outdoor Recreation Program 

Feb. 3, 1981 Recreational ATCas se ae antes eee ees 2,255,000 2255,.000 
mreb. 20, 1981 We ereAttOnal ALCAS us. suet Geen seta eereniies 2,085,200 1,939,882 
|Mar. 6, 1981 Pishsand Wildlife 222.4 css eoheeee mera ere eee 2,861,800 2,861,800 

Apr. 14, 1981 Pash and Wildlife: :.sesn cc alloc ihe ncaencten eae 365,000 350,427 
| Mar. 6, 1981 St. Lawrence Parks Commission .........--. SW A ANG SUi135 
Resource Products Program 

Mar. 24, 1981 Mineral Management ..........-..:s0-eeeeeeees 1,205,000 901,320 
'Mar. 6, 1981 Forest Management ...........:-0:seeeereeeeee: 1,810,700 1,810,700 
Apr. 14, 1981 Forest Management ............:0:eeeeeree ees 481,000 116,466 
| Resource Experience Program 
| Mar 6, 1981 Leslie M. Frost anne Resources Centre 59,900 58,765 
| 45,286,800 AS Soy on 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY 


i a a rr 
$ $ 


AUTHORIZED EXPENDED 


Ministry of Transportation and Communications 


Ministry Administration Program 














Apr. 14, 1981 Main O1fice erence rcaas ieday catadsa eae 115,000 47,977 
Apr. 14, 1981 Pinancial Services-y 5 pervs nic ck ss cael eee 825,100 470,610 
Apr. 14, 1981 Legal Services: <2..2 320 iesaainas) senate 160,000 127,801 
Apr. 14, 1981 Personnel: Services. 4 Wie ica 135,000 125,249 
Apr. 14, 1981 Supply and Office Seivicese seg eae 635,000 618,956 
Apr. 14, 1981 AuditiService sige Geese eee bee 250,000 Tala 
Safety and Regulation Program 
Apr. 14, 1981 Program Administration :..172--.:. seat» 145,000 91,995 
Apr. 14, 1981 Examination, Inspection and Enforcement 1,915,000 695 ,662 
Provincial Roads Program 
Apr. 14, 1981 Program AQMINISHAHON’ Phi oi. pcrecensensed irs 2,125,000 1,933,765 
Apr. 14, 1981 Désian ci vars ee POR, occ 6,280,000 6,043 ,042 
Mar. 6, 1981 Capitaland Construction). sc. >ss-wense aeenew 9,125,000 9,125,000 
Apr. 14, 1981 Capital: and ‘Constructions ccapreet: wses share 1,500,000 1,492,246 
Mar. 6, 1981 Maintenance’ <ccgae hash chan eee tar akcoares 11,503,000 11,503,000 
Apr. 14, 1981 MaintenanGe: serine dc ee co tee 8,500,000 8,456,646 
Provincial Transit Program 
Mar. 6, 1981 COPRTBMONS: yee erin ewe eee eee 1,500,000 1,500,000 
Apr. 14, 1981 CPST ato ssiccocay eeetee ees et aoe a 667,000 666,856 
Air Program 
Apr. 14, 1981 Program Administration.” \..5.2s00.s<<s usenet 50,000 41,834 
Apr. 14, 1981 DMIGINISHATICE. i; caeccuen she tees 3 nts ite nie ed 170,000 169,807 
Municipal Roads Program 
Apr. 14, 1981 Program Acministi ation yas eee atari 350,000 262,993 
Apr. 14, 1981 Capital Construction and Maintenance ..... 4,830,000 3,999 Oy 
Municipal Transit Program 
Apr. 14, 1981 Program Admimistration: ..cakvcsteesnyieeeres 80,000 23,188 
Communications Program 
Apr. 14, 1981 Program ACGMUNISt@atiOM Gosicrs.tdsssa0nomeey 70,000 15,970 
50,930,100 47,488,947 
Social Development Policy 
Social Development Policy Program 
Feb. 20, 1981 social: Development:POLGY ait: ersssixsas ete 572,000 395,859 
Mar. 15, 1981 Youth Secretariat and Youth Experience ... 200,000 137,056 
772,000 532,913 
Ministry of Colleges and Universities 
University Support Program 
Mar. 6, 1981 Program Administration ices deem euteraanee 11,500 6,393 
College and Adult Education Support 
Program 
Mar. 6, 1981 Program Administration ..................0085 4,300 co 
Mar. 6, 1981 Provincial Support for Colleges of Applied 
ATiS andsVechnologiey coe .aeen onan 135250700 10,152,697 
Mar. 15, 1981 Provincial Support for Colleges of Applied 
Arts andeTechnoldgy tye cucsseveene 12,900 = 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
ise ae a ee 0, ee 
$ $ 
Ministry of Colleges and Universities (cont’d) 
Mar. 6, 1981 Manpower rainitioiw <i) Aero ae ee 745 ,400 449,785 
Mar. 15, 1981 NIANDOWCDAI DALNIN GD, i)cth serscinteduakobuedohda ce 13,900 — 
Mar. 6, 1981 PXYOPIONUCE SHIP Ae cieWWad o co ccs, 740,800 740,800 
Mar. 15, 1981 PAD MeTICIGeSDID ty: welcWnts, caddy Laake, 101,400 96,2511 
Mar. 6, 1981 Schools for Nursing Assistants .............. 11,200 — 
Mar. 6, 1981 PAO VASOL Ye KSUUNIGTLS ML ct i cynics vis, ue ee 15,200 15,200 
Apr. 21, 1981 PAUL VAGUE VACCOUT CLUS A, othe tacmncsae Ati 23,500 22,485 
Student Affairs Program 
Mar. 6, 1981 BLVCERUESIDPOR Denti Sy sesiatic. «sere 6,070,400 5,054,097 
21,006,400 16,537,708 
Ministry of Community and Social Services 
Ministry Administration Program 
Apr. 14, 1981 AQUI ICE b cacneee et ac sats a CO ee 89,800 16,163 
Apr. 14, 1981 PMc ial oer Vie Sir eer cect ee 311,400 87105 
Apr. 14, 1981 SUPPLY and OMICE Services Tae A Fe ian 228,600 223,883 
Apr. 14, 1981 POISONS SEL VICES ic eee riyeninsvrwaesuniealee 136,800 125,284 
| Apr. 14, 1981 Lraining and Developmenticcs.d.wceciwensss 64,400 46,020 
Apr. 14, 1981 PEt OLIMMSHON SOtViCOs leaves cc hascendesaucn 104,800 104,650 
| Apr. 14, 1981 Dera OPV ACER boinc saa une fuss oats tela 36,000 34,990 
| Apr. 14, 1981 PRUCL SRL VICEN heen nines cer. Oxy eueen kinins 73,600 oa 
| Mar. 6, 1981 Systems Development Services .............. 847,000 846,377 
Apr. 14, 1981 Social Assistance Review Board ............ 62,500 28,155 
Adult Services Program 
| Mar. 15, 1981 Field Administration—ercceraeii eae es ece sence 286,600 286,600 
mMar. 15, 1981 THGOMe WIAINeMANCe. “osien isc coke l cares eres 41,244,400 40,676,831 
(Mar. 15,-1981 POC IAN DCEVICODE a caatsacerrs simeerey cies se Pemer as 8,661,800 7,491,705 
Apr. 14, 1981 BOGS CET VICES aor ee eet ee ee ee a ee 353,400 =— 
mMvar. 15, 1981 Development Services for Adult ............. 13,297 ,400 11,939,595 
| Children’s Services Program 
Mar. 15, 1981 PLostanieAGiMiNnisttallOn 0. vats caus seviees 795,900 682,701 
Mar. 15, 1981 Piel AGM sttatlOn: wees hes ca re ats 1,445,300 1,445,300 
I Mar. 15, 1981 Child Welfare and Health Services .......... 8,473,500 8,473,500 
WeApr. 14, 1981 Child Welfare and Health Services .......... 1,274,500 L127 613 
Mar. 15, 1981 Detention and Correctional Services ........ 1,294,000 622,083 
| Apr. “14, 1981 Detention and Correctional Services ........ 40,000 — 
Apr. 14, 1981 Development Services for Children ......... 543,100 4,331 
| 79,664,800 74,212,896 
| 
| Ministry of Culture and Recreation 
| Ministry Administration Program 
BiMar. 6, 1981 Main Office .......cceteeeee ities 51,300 5 : 300 
Apr. 14, 1981 MainOiliCe 25.525 0. natdteewesnerenasevecees ae eee 
feb. 13, 1981 Supply and Office Services ........-...:6: Sean ea 
Feb. 13, 1981 Personnel Services .......-...ssseersseeeeereees ee eae 
Mar. 6, 1981 Information S@IrviceS) «ck. ese. -.0ns smart ee 33, i ae 
meb. 13, 1981 Tegal SErvices f.5cc ce ngere ete ras ate eee ey seas 
Mar. 6, 1981 PRATT UN GEVICES 6 Sertaaaaite oe ne Oe eee eae eles eae 
Mar. 6, 1981 RicliServices pee tatts eee dcr sae 352, 
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DATE OF MINISTRY 
ORDER PROGRAM AND ACTIVITY AUTHORIZED EXPENDED 
et ihe ja i a A a tek 
$ $ 
Ministry of Culture and Recreation (cont’d) 
Heritage Conservation Program 
Mar. 6, 1981 AT OTIVES inca as xermreen tedees talon nena nance marten en mee 99,400 T9072 
Mar. 15, 1981 AN CIIVOS: .. sedusthtacwe tb toe daca ek on asain oaae ae 2,400 — 
Mar. 6, 1981 Horonia Historical \SiteSamw:.6.cdey neta oe 85,600 85,600 
Mar. 1o.1s! Huronia: Historical Sites... eae oe 4,100 3,89 
Mar. 6, 1981 td Fort: W ital rsctecaedttog suiuttameatns eee 14,300 14,300 
Mar. 15, 1981 Old: Bort, Williaitt nccsinnnemnoecceente eee 1,300 1,300 
Apr. 14, 1981 Old Bort William’. tecscice ocx ios occ. eee 32,000 29,985 
Arts Support Program 
Mar. 6, 1981 Cultural Development and Institutions ..... 260,500 219,866 
Mar. 6, 1981 Ontario: Sctence Centre: on... acscccarsscereaes 547,700 500,431 
Mar. 15, 1981 Ontario SClenCe Wellies acrinnssseuews eee 29,400 — 
Citizenship and Multicultural Support 
Program 
Mar. 6, 1981 Special Services for Native People .......... 142,700 132,656 
Dec. 16, 1980 UPANSIGUONSELVICS src ee eee see is er 185,600 98,186 
Sports and Fitness Program 
Mar. 6, 1981 ReCheaton ancr teed... instar xass ct aene 90,900 148 
Ministry Capital Support Program 
Jan, *63 1951 Gepital SUPPOTt, vecisdcannckeuroeimineeae eon 13,447,000 13,447,000 
Apr. 14, 1981 Capital SUPPOLL sis pinadsscoh ncn OO OMe 451,500 433,154 
16,249,600 15,789,739 
Ministry of Education 
Ministry Administration Program 
Mar. 6, 1981 NIAUIs CETUS C; idee tameeechy noes vAnaee Aeaep manent 311,400 280,754 
Mar. 15, 1981 INEOITL COELIGO 5. bo okare teem et tarys xc ccc 800 — 
Mar. 6, 1981 Supplyand Ofice Services . 40 an. s saa 254,100 142,559 
Mar. 6, 1981 PEPSODUELIDELVICES, Cake sencan tape 125,900 76,564 
Mar. 6, 1981 Legal ServiCGS:. :.iccicocscunsad meee ee 7,900 4,545 
Education Program 
Mar. 6, 1981 PYAR Tare, CES Cra TL ODL eget. da cae eae 273,900 245,579 
Mar. 6, 1981 Schools for the Blind'and Deaf .............. 1,987,200 1,945,856 
Mar. 15, 1981 Schools for the Blind and Deaf .............. 4,000 -= 
Mar. 6, 1981 Educational Programs in the Development 
PLONICO ms SCHOOIS site eee ganas cat on a ae 937,400 801,987 
Mar. 6, 1981 Educational Programs in the Training 
DCUOOIN urnnw dares have elie cg meas me ae 275,100 207 338 
Mar. 6, 1981 Commrespondence Education ..c.c..cwe ene 398,100 398,100 
Mar. 15, 1981 Cotrespondence Education s.qacaaen ee 1,100 39 
Mar. 6, 1981 Regional Orcas us 2k ee a ee eae 811,300 639,878 
Mar. 15, 1981 Regional (@fice st ties eo ests 3,100 = 
Services to Education Program 
Mar. 6, 1981 Education Relations Commission ........... 29,300 29,270 
Mar. 6, 1981 Languages of Instruction Commission ...... 4,900 4,247 
5,423,500 


4,776,717 
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ae eee 








Ministry of Health 


Ministry Administration Program 
Financial Services 


9)'00)'s 16)6.8.8 8 oe eau wires 6ke el eia lees elie) /al eis) e 


supply and Office Services ........06.:000.4.. 


Supply and Office Services ......... 


Personnel Services 
Information Services 


CC ee err) 


eee oe oe ees 


610 9.0).6 6:00: Oe 0.00 6).8. 0 000 0.0.0. nea) Kis 86 


eee eres ene 


A Palvsiscana Piannine nt et, te 


Audit Services 


Institutional Health Services Program 
Program Administration 
Psychiatric Services 
Ambulance Services 
Laboratory Services 
Laboratory Services 
Institutional Care Services 


Community Health Services Program 
Program Administration 
Health Insurance Program 
Health Insurance 


Total Management Board Orders 


ee ey 


Siivier ei qiere (k S¥RUS le. 016 61.6109, 08 a/nla 6 dics ieie We eee 


ey 


B16 (074 \0\|6)(0\6) 61,010 \l0\ 0.0: Geb 6) eles ws shee 6 


CO eee eee rseoserererersecrseseer 


Cece tere ee re ede eresrerersaee 


cee eee eeoe 








AUTHORIZED EXPENDED 
$ $ 
398 ,000 387,705 
1,042,000 1,042,000 
11,000 | Bae i if; 
100,000 95,515 
1,610,600 1,605,849 
48 ,000 14,908 
19,000 9,340 
6,000 4,787 
15,144,000 15,042,000 
2,790,000 2,698,605 
1,295,000 1,285,109 
137,000 — 
60,740,000 57,818,607 
55,000 22,404 
65,882,000 62,101,544 
149,277,600 142,130,090 
513,838,600 467,87 73527 
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aN 


STATUTORY APPROPRIATIONS 


AMOUNTS EXPENDED THEREUNDER 
DURING THE YEAR ENDED MARCH 31, 1981 





MINISTRY 





Office of the 
Premier 


Management 
Board 
of Cabinet 


Government 
Services 


Intergovern- 
mental 
Affairs 


Northern 
Affairs 


Revenue 


ACTIVITY 


Premier’s Salary 


Minister’s Salary 


Minister’s Salary 

Ministers without Portfolio Salaries 

Contract security deposits 

Effingham Park Expropriation Trust Account 
Government Stationery Account 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Payments in lieu of taxes 
The Whirlpool Rapids Bridge Act 
The Lewiston-Queenston Bridge Act 


Loans to municipalities under The Shoreline 
Property Assistance Act 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Minister’s Salary 
Contract security deposits — Retail Sales Tax 
Province of Ontario Savings Office Program 


Payments under The Ontario Pensioners Property 


Tax Assistance Act 


PAYMENT 


CLASSIFICATION 


Expenditure 


Expenditure 


Expenditure 
Expenditure 
Charge 
Charge 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


Disbursement 


Expenditure 
Expenditure 


Expenditure 
Charge 
Expenditure 


Expenditure 


EXHIBIT 3 


EXPENDED 








21,000 
18,000 
100,780 
20,140 
116,183 


276,103 


21,000 
6,500 


36,000 
20,000 


1,639,457 





1,722,95m 





21,000 
6,500 





27,500 





21,000 
56,798 
4,794,934 


273,001,265 


277,873,994 
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I 


MINISTRY 


ACTIVITY 


PAYMENT 


CLASSIFICATION EXPENDED 


eee 


Treasury and 


Economics 


Office of the 


Assembly 


Office of the 


Provincial 
Auditor 


Minister’s Salary 


Public Debt 
Interest on Ontario Securities 
Public Issues 
For general purposes 
Non Public Issues 
Canada Pension Plan Investment Fund 
Teachers’ Superannuation Fund 
Ontario Municipal Employees’ 
Retirement Fund 
Other 
Interest on Public Service 
Superannuation Fund 
Interest on Superannuation Adjustment Fund 
Interest on Province of Ontario 
Savings Office Deposits 
Other interest, exchange, discount and 
commission 


Development Loans 
The Ontario Municipal Improvement 
Corporation 


Pension Funds, Deposit, Trust, and 
Reserve Accounts 


Payments from Public Service Superannuation 


Fund 
Payments from Superannuation Adjustment 
Fund: 
Public Service Superannuation Plan 
Teachers’ Superannuation Plan 
Retirement Pension Plan of Ryerson 
Polytechnical Institute 
Caucus Employees Retirement Plan 
Payments from Legislative Assembly 
Retirement Allowances Account 
Other 
Debt Transactions 


The Election Act 
Contribution to Legislative Assembly 
Retirement Allowances Account 


Provincial Auditor’s Salary 


Expenditure 


Expenditure 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


Expenditure 


Expenditure 


Disbursement 


Charge 
Charge 
Charge 


Charge 
Charge 


Charge 
Charge 


Retirements 
of Loans 


Expenditure 


Expenditure 


Expenditure 


$ 
21,000 


93,703,749 


745 ,529;975 
312,133,690 


L175 250,593 
32,176,121 


164,331,697 
39,606,011 


69,468 ,267 
20,691,047 


432,000 


88,814,471 
S032, 000 
8,649,873 


39,201 
10,405 


702,781 
892,077 


168,696,712 





1,871,182,446 





12,036,410 
668 ,342 





12,704,752 





64,853 
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PAYMENT 
MINISTRY ACTIVITY CLASSIFICATION EXPENDED 
$ 
Justice Policy Payments from the Provincial Lottery 
Trust Fund Charge 540,000 
Attorney Minister’s Salary Expenditure 21,000 
General Parliamentary Assistant’s Salary Expenditure 6,500 
Proceedings against The Crown Act Expenditure 34,935 
Allowances to Supreme Court Judges Expenditure 180,000 
Allowances to Judges Expenditure 418,919 
661,354 
Consumer Minister’s Salary Expenditure 21,000 
and Payments from The Motor Vehicle Accident 
Commercial Claims Fund Charge 18,002,272 
Relations Security Bond Forfeitures: 
The Consumer Protection Act Charge 35,000 
The Motor Vehicle Dealers Act Charge 50,000 
The Real Estate and Business Brokers Act Charge 87,500 
The Travel Industry Act Charge PUR Sse 
The Collection Agencies Act Charge 5,000 
Fees under The Vital Statistics Act Expenditure 345 
Unclaimed monies Charge 1,080 
Contract Security Deposits 
Athletics Commissioner Charge 10,000 
Crown Contributions re Judges’ Plans Expenditure 5,854 
13,329,387 
Correctional Minister’s Salary Expenditure 21,000 
Services Unclaimed monies Charge 1 6138 
Bequests and scholarships Charge 119 
22,1 ae 
Solicitor Hearings under The Police Act Expenditure 1,258 
General Payments under The Ministry of Treasury and 
Economics Act Expenditure 84,928 
Ontario Police College Library Charge 12 
98,479 
Resources Minister’s Salary Expenditure 21,000 
Development 
Policy 
Agriculture Minister’s Salary Expenditure 21,000 
and Food Parliamentary Assistant’s Salary Expenditure 6,500 
Payment of Guarantees Expenditure 177,396 
Subsidy payments to The Ontario Crop 
Insurance Fund Expenditure 13,397,648 


EXHIBITS 


eae ac A ee rl a i oe wo all esa ligt 


MINISTRY 


ACTIVITY 


a I a ee tr ee eee ene 


Agriculture 
and Food 
(Cont’d) 


Energy 


Environment 


Housing 


Industry and 
Tourism 


Labour 


Tile Drainage Debentures 

Ontario Agricultural Museum Trust Fund 

Payments from the Provincial Lottery 
Trust Fund 

The Richard Blake Palmer Trust Fund 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Minister’s Salary 

Payments from the Provincial Lottery 
Trust Fund 

Reserve Fund for Renewals, Replacements 
and Contingencies 

Sinking Fund for Recovery of the Cost of 
Capital Assets 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Ontario Development Corporation 
Loan Program 

Northern Ontario Development Corporation 
Loan Program 

Eastern Ontario Development Corporation 
Loan Program 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Payments from the Provincial Lottery 
Trust Fund 

Employment Standards 
Unclaimed vacation-with-pay 
Unclaimed wages 

Mine Rescue Training 
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PAYMENT 
CLASSIFICATION EXPENDED 
$ 
Disbursement 26,170,800 
Charge 11,206 
Charge 1,255,998 
Charge 23,500 
41,064,048 
Expenditure 21,000 
Expenditure 6,500 
27,500 
Expenditure 21,000 
Charge 1,799,826 
Charge 1,117,705 
Charge 2095505 
3,203,864 
Expenditure 21,000 
Expenditure 6,500 
27,500 
Expenditure 21,000 
Expenditure 6,238 
Disbursement 15,129,620 
Disbursement 8,023,623 
Disbursement 9,765,916 
32,946,397 
Expenditure 21,000 
Expenditure 5,342 
Charge 1,628,884 
Charge 43,950 
Charge 59,374 
Expenditure 604,335 





2,302,880 
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PAYMENT 
MINISTRY ACTIVITY CLASSIFICATION EXPENDED 
$ 
Natural Minister’s Salary Expenditure 21,000 
Resources Parliamentary Assistant’s Salary Expenditure 6,500 
Contract security deposits Charge 363,658 
Payments from the Provincial Lottery 
Trust Fund Charge 1,454,368 
1,845,526 
Transportation Minister’s Salary Expenditure 21,000 
and Parliamentary Assistant’s Salary Expenditure 6,500 
Communica- City of Niagara Falls — Compensation 
tions for Loss of Taxes Expenditure 12,000 
Construction trust account Charge 1,095,655 
Contract security deposits Charge 2,900 
1,138,055 
Social Minister’s Salary Expenditure 21,000 
Development Parliamentary Assistant’s Salary Expenditure 6,500 
Policy 
27,500 
Colleges and The Private Vocational Schools Act Charge 14,656 
Universities Queen Elizabeth II Ontario Scholarship Fund Charge 56,738 
71,394 
Community Minister’s Salary Expenditure 21,000 
and Social Parliamentary Assistant’s Salary Expenditure 4.114 
Services Bequests and scholarships Charge 16,389 
Payments from the Provincial Lottery 
Trust Fund Charge 995,678 
1,037,181 
Culture and Minister’s Salary Expenditure 21,000 
Recreation Parliamentary Assistant’s Salary Expenditure 6,500 
Ontario Olympic Lottery Sports Fund Charge 40,000 
67,500 
Education Minister’s Salary Expenditure 21,000 
Parliamentary Assistant’s Salary Expenditure 6,500 
Student Aid Loans, Write-off Expenditure 5,874 
Bequests and scholarships Charge 47,812 
Ontario Education Association — Elementary 
Teachers’ Loan Fund Charge 356 
Teachers’ Superannuation Fund Expenditure 137,126,689 
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In i tne ge ec et te 
PAYMENT 

MINISTRY ACTIVITY CLASSIFICATION EXPENDED 


a ee 


$ 
Education Superannuation Adjustment Fund Expenditure 27 102108 
(Cont’d) Superannuation Adjustment Benefits Expenditure 40,816,260 





205,534,592 








Health Minister’s Salary Expenditure 21,000 
Parliamentary Assistant’s Salary Expenditure 6,500 
Government Pharmacy Expenditure 799 ,369 
Payments from the Provincial Lottery 
Trust Fund Charge 2,925,000 
| Reserve for outstanding cheques Charge 45,924 
Payments from Lotteries Charge 33,993 ,802 
| 37,791,595 





Ota StAUULO GY WAVOIONES Seca sdiod.« ce eeciead solenediees saesk eee 2,510,721 ,994* 








Summary of Statutory Payments 








$ 
PUG ee UBy MER PEMUILUTE eh Alea Fea cre hee e aen on ds eMeegs 2,107,429,640 
IES VTE Vel CL AO Ok oo 2 2F RRP OP MR eR a 61,161,416 
BAN OS Bah tira nen Mace e eek cae we geceges hob ee Bes lee 173,434,226 
| Pe CHECTNICIILS Wh LOIS Prec as <die a ates Fite als sche genmaners se 168,696,712 
| 2,510,721,994* 








* Does not include Ontario Hydro transactions. See Report section 4.8. 
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EXHIBIT 5 


OFFICE OF THE PROVINCIAL AUDITOR 
MINISTRY AUDITS AND SPECIAL REVIEWS 


Year Ended March 31, 1981 


(See Note) 


MINISTRY AUDITS 


Agriculture and Food 

Attorney General 

Colleges and Universities 
| Community and Social Services 
Consumer and Commercial Relations 
Correctional Services 
Education 
Energy 
Environment 
Government Services 
| Health 
| Industry and Tourism 
: Labour 
Management Board of Cabinet 
Municipal Affairs and Housing 
Natural Resources 
Northern Affairs 
Revenue 
Solicitor General 
Transportation and Communications 
Treasury and Economics 








SPECIAL REVIEWS 


Management Controls Reviews: 
Ontario Economic Council 
Status of the Strategic Policy Development and Planning Process, Min- 
istry of Transportation and Communications 


Experience Program, Provincial Secretariat for Social Development 


Women’s Program, Ministry of Labour 


Staff Training Services and Staff Development Centre Activities of the 
Government Personnel Services Program, Civil Service Commis- 
sion 

Reviews for Standing Public Accounts Committee: 

Current Status of the Saltfleet and North Pickering Land Assembly 

Projects 
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Summary of Advertising Costs by Ministries, year ended March 31, 
1980 


St. Marys Medical Clinic and the Health Services Organization (HSO) 
Program of the Ministry of Health 


Review of the Annual Financial Statements of the Urban Transportation 
Development Corporation Ltd. 


Other: 
Reviews of Internal Audit Operations—Ministries (3) and Agencies (1) 


Contingency Plans at Government Computer Centres, Ministry of Gov- 
ernment Services 


Review of Administrative Matters, Liquor Licence Board 
Note: In general, this listing includes audits completed between the date (September 30, 1980) of 


our 1979-80 Report and the date (September 30, 1981) of this Report. In all cases, at least a 
portion of the period covered by the audit fell within the year ended March 31, 1981. 
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eee 
EXHIBIT 6 
OFFICE OF THE PROVINCIAL AUDITOR 


AGENCY OF THE CROWN AND CROWN CONTROLLED 
CORPORATION AUDITS 


Year Ended March 31, 1981 


(See Notes) 


AGENCIES OF THE CROWN 


(1) Whose accounts the Provincial Auditor is appointed to audit by its 
shareholders or by its board of management, board or directors or other 
governing body. 


Ontario Educational Services Corporation (Note 2) 
Ontario Industrial Training Institute 
* Ontario Land Corporation 
* Ontario Mortgage Corporation 
Ontario Waste Management Corp. (Note 2) 
The Owen Sound Transportation Company, Limited (December 31, 
1980) 
Soldiers’ Aid Commission 
Star Transfer Limited (December 31, 1980) 


(ii) Whose accounts are audited by the Provincial Auditor pursuant to ap- 
pointment under any Act or by the Lieutenant Governor in Council. 


* The Accountant of the Supreme Court of Ontario 
Agricultural Rehabilitation and Development Directorate of Ontario 
Alcoholism and Drug Addiction Research Foundation 

* Algonquin Forestry Authority 
The Centennial Centre of Science and Technology 
Commission on Election Contributions and Expenses 

* The Crop Insurance Commission of Ontario 

* Eastern Ontario Development Corporation 

* Farm Income Stabilization Commission of Ontario 
The Fund for Milk and Cream Producers, The Milk Commission of 

Ontario 
The John Graves Simcoe Memorial Foundation 
The Law Society of Upper Canada, Legal Aid Fund 

* Liquor Control Board of Ontario 
The McMichael Canadian Collection 

* The Niagara Parks Commission (October 31, 1980) 

* Northern Ontario Development Corporation 
North Pickering Development Corporation 
Office of the Assembly 
Office of the Official Guardian 
Office of the Ombudsman 
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Ontario Agricultural Museum 
The Ontario Cancer Treatment and Research Foundation 
Ontario Deposit Insurance Corporation (December 31, 1980) 
* Ontario Development Corporation 
* The Ontario Education Capital Aid Corporation 
The Ontario Educational Communications Authority 
* Ontario Food Terminal Board 
The Ontario Heritage Foundation 
* Ontario Housing Corporation (December 31, 1980) 
Ontario International Corporation (Note 2) 
* The Ontario Junior Farmer Establishment Loan Corporation 
* Ontario Lottery Corporation 
* The Ontario Municipal Improvement Corporation 
* Ontario Northland Transportation Commission (December 31, 
1980) 
* Ontario Place Corporation 
Ontario Racing Commission 
* Ontario Stock Yards Board (June 30, 1980) 
The Ontario Telephone Development Corporation 
* The Ontario Universities Capital Aid Corporation 
Pension Commission of Ontario 
Province of Ontario Council for the Arts 
* Public Service Superannuation Fund 
* The Public Trustee of the Province of Ontario 
Residential Tenancy Commission 
The St. Clair Parkway Commission (December 31, 1980) 
The St. Lawrence Parks Commission 
* Superannuation Adjustment Fund 


(111) Whose accounts are audited by an auditor, other than the Provincial 
Auditor, appointed by the Lieutenant Governor in Council. 


Board of the Community Psychiatric Hospital, Guelph 

Clarke Institute of Psychiatry 

The Ontario Cancer Institute 

Ontario Mental Health Foundation 

Teachers’ Superannuation Fund (December 31, 1980) 
* Workmen’s Compensation Board (December 31, 1980) 


(iv) The audit of whose accounts the Provincial Auditor is required to direct | 
or review, or in respect of which the auditor’s report and working 
papers used in the preparation of the auditor’s statement are required to 
be made available to the Provincial Auditor under the agency’s govern- 
ing Act. 


* Toronto Area Transit Operating Authority. 
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_ CROWN CONTROLLED CORPORATIONS, whose accounts are audited by an auditor 
other than the Provincial Auditor, with full access by the Provincial Auditor to 
audit reports, working papers and other related documents. 


Beechgrove Regional Children’s Centre Board of Governors 
The Board of Governors of The Ontario Institute for Studies in 
Education (April 30, 1981) 
Metropolitan Toronto Convention Centre Corporation (Note 2) 
Ontario Cream Producers’ Marketing Board (September 30, 1980) 
* Ontario Energy Corporation (December 31, 1980) 
Ontario Historical Studies Series 
* Ontario Hydro (December 31, 1980) 
The Ontario Milk Marketing Board (October 31, 1980) 
Ontario Municipal Employees Retirement Board (December 31, 
1980) 
Ontario Research Foundation (December 31, 1980) 
Ontario Share and Deposit Insurance Corporation (December 31, 


1980) 

The Ontario Transportation Development Corporation (December 
31, 1980) 

Ontario Van Pool Organization Limited (December 31, 1980) 
(Note 2) 


The Royal Ontario Museum (June 30, 1980) 
* Urban Transportation Development Corporation Ltd. (December 
Olay oU) 


* Audited financial statements reproduced in 1980-81 Public Accounts, the majority appearing in 
Volume 2 thereof. 


Nore 1: In all cases, the audit covered the fiscal period of the Agency or Corporation. In most 
cases, the fiscal period ended on March 31, 1981. Where the fiscal period ended on a date 
other than March 31, 1981, such date has been indicated in parenthesis. 


_ Note2: Newly established this fiscal year. 
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EXHIBIT 7 
OFFICE OF THE PROVINCIAL AUDITOR 
PROVINCE OF ONTARIO 
STATEMENT OF EXPENDITURE 
FOR THE YEAR ENDED MARCH 31, 1981 
1981 1980 
Estimates Actual Estimates Actual 
Salaries and(wages11G Meena. on $2,138,500 $1,977,740 $1,946,000 $1,765,443 
Employee. Denéhts” e-peagege ee 334,000 el 6 314,000 246,023 
Transportation and 
COMMUNICAUON neuter 68 ,500 77,180 50,000 J). Soe 
SCTVICES <c.musd ute sve seanmeet nor tts 120,000 186,792 40,000 93,959 
Supplies and equipment ............ 15,000 | Be Pes 10,000 20,747 
Canadian Comprehensive 
Auditing Foundation .......... 24,000 24,000 — — 





2,700,000 2,590,719 2,360,000 2,183,750 
Provincial Auditor’s 
salary (The Audit Act) ....... 59,000 64,853 55,000 58,798 











$2,759,000 $2,655,572 $2,415,000 $2,242,548 











NOTES 


1. Accounting Policy 
The statement of expenditure has been prepared using the basis of accounting followed by 
the Province of Ontario with respect to the Public Accounts. This basis uses the ‘‘cash flow’’ 


principle of accounting modified to allow an additional thirty days to pay for goods or services 
pertaining to the fiscal year just ended. 


2. Estimates 


The estimates shown above are those noted and approved, including supplementary esti- 
mates where applicable. 


EXHIBITS ba? 


a ee 


EXHIBIT 7 
AUDITORS’ REPORT 


TO THE BOARD OF INTERNAL ECONOMY 
THE PROVINCE OF ONTARIO 


We have examined the statement of expenditure of the Office of the Provincial Auditor for the 
year ended March 31, 1981. Our examination was made in accordance with generally accepted 


auditing standards, and accordingly included such tests and other procedures as we considered nec- 
essary in the circumstances. 


In our opinion, this statement presents fairly the expenditures of the Office of the Provincial 
Auditor for the year ended March 31, 1981 in accordance with the basis of accounting described in 
Note 1 to the statement applied on a basis consistent with that of the preceding year. 


Toronto, Ontario CLARKE, HENNING & CO. 
July 21, 1981 CHARTERED ACCOUNTANTS 
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